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Poland is nationalizing 513 companies, 
claiming them as former German prop- 
erty, without compensation to the own- 
ers. The first list of such firms to be 
taken over by the Government includes 
coal, zinc and iron ore mines, steel plants, 
sugar factories and more than 200 elec- 
tric power plants. The U.S. State De- 
partment is preparing to enter claims on 

number of these plants originally 
owned by Americans. 


oo 9 


Russian removals and war destruction 
have taken away about 90 per cent of 
the machine tools of the electrical in- 
dustry of Vienna and Lower Austria. 
Since manufacture of electrical ma- 
chinery and equipment was one of the 
largest industries in the Vienna area, 
the loss of that capacity will have a 
serious effect on Austrian economy. 
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India and Argentina have concluded a 
new trade agreement. India is to send 
30,000 tons of jute to Argentina in 1946 
and an equal amount in 1947. Rubber, 
motor vehicles and insecticides also will 
be exported from India. Argentina is to 
ship 140,000 tons of corn and 25,000 tons 
of wheat and other grains to India. 
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To supply some of the great demand 
for automotive equipment, an American 
company is requesting permission of the 
Australian Government to establish a 
truck and tractor factory in that country. 
The company plans to manufacture 3,000 
trucks and 31,100 tractors annually. 
Full production is planned by 1949, 
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India is to make additional purchases 
from countries outside the sterling area 
as a result of an agreement by which 
dollars are to be obtained from Great 
Britain. The Indian Government plans 
to increase imports progressively, al- 
though restrictions will continue to ap- 
ply to articles that compete with Indian- 
made products. 
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Russian railroad transport exceeded 
quotas in five categories of shipments in 
the third quarter of this year and was 
under the planned amount in three. Car 
loadings of grain were 103.2 per cent; 
of wood, 104.8 per cent; of industrial 
raw materials, 109.4 per cent; of build- 
ing materials, 112.8 per cent. Under the 
quotas were coal shipments at 89.3 per 
cent, ores at 94 per cent and cement at 
82.3 per cent. 
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Prices of automobiles in France have 
jumped to nearly six times the prewar 
level. A recent increase of 30 per cent 
was made because steel prices had been 
raised by a third. France is producing 
automobiles now at about 70 per cent 
the prewar rate. Two thirds of all ve- 
hicles produced are sold abroad. 
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Czechoslovakia will resume export of 
beer to the United States early in 1947. 
Brewing of full-strength beer for ex- 
port only is to begin shortly. Produc- 
tion is now at 80 per cent of capacity. 
At present, Denmark is about the only 
country in Europe shipping beer in quan- 
tity to the United States. 
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Canada has signed an agreement to 
sell all its surplus beef for the next two 
years to Great Britain. The understand- 
ing calls for shipments of a minimum of 
100,000,000 pounds in 1947 at prices 
ranging from $19.20 to $24.25 a hun- 
dredweight. During 1948, Britain may 
take up to 120,000,000 pounds of Ca- 
nadian beef, 
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Effective November 1, the United 
States is reducing all airmail rates to 
other countries. The rates to South 
America will be cut from 15 and 20 
cents to 10 cents for each half ounce. 
Rates to Europe will be reduced from 
30 to 15 cents; to Africa and Asia from a 
maximum of 70 cents to 25 cents. 
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Travelers from the U.S. will spend an 
estimated $500,000,000 in Canada this 
year. Already nearly 15,000,000 tourists 
from the U.S. have visited Canada. 
Tourist trade in the Canadian Rockies 
gained 644 per cent over 1945. 
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In an effort to restore population to 
prewar levels, the French Government 
will offer 700,000 German prisoners of 
war the opportunity to settle in France. 
Italians and Poles also will be offered 
citizenship as part of a plan to increase 
the population by 3,000,000. 
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Canadian pulp and paper production 
is expected to reach new highs in 1946 
and 1947. Total output of the industry 
may exceed the record level of $398.,- 
805,000 in 1945. To achieve increased 
production, more than 200,000 men are 
employed in lumbering operations alone, 
and 40,000 are working in paper mills. 
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The “Dangerous Thoughts Act” was for many years virtually a 
foolproof means of eliminating any criticism of the Imperial Japanese 
Government or its acts, justifiable or otherwise. All that was necessary 
was for some police official or informer to charge that you entertained 
“dangerous thoughts” and the odds were heavy that you would end 
up in prison. It made it impossible, for instance, for a Communist to 
stay in the country and out of jail. Now that Japan is being democ- 
ratized via General MacArthur’s directives, exiled Japanese Com- 
munists are back and allowed to engage freely in political affairs. Dis- 
patches from Joseph Fromm, World Report’s staff correspondent in 
Tokyo, tell the story of what the Japanese Communists are doing in 
Japan today and how they are agitating the political scene. See page 22. 
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The pugnacious-looking gentleman with the inevitable cigar, on 
this week’s cover, is, of course, Winston Churchill, former Prime Min- 
ister of Britain and now leader of His Majesty's Loyal Opposition. The 
latest of Churchill’s periodic returns to the spotlight came at Blackpool, 
where the Conservative Party gathered to map strategy for a political 
comeback that would oust England’s Labor Government. There are 
many things the Tories do not like about Britain’s internal and external 
affairs nowadays, and Churchill is striving to make Conservative ob- 
jections a vital force charting the nation’s future. We give you the back- 
ground of that coming struggle for power on page 16. 

o a o 


In our “texts” section this week, we have extracts from five informa- 
tive documents of an official nature. Two notes from the United States 
Government to Soviet Russia, made public by the U.S. State De- 
partment, present the American view as to how. the Straits (meaning 
the Dardanelles and the Bosporus) should be administered for the 
greatest benefit to all nations. It’s a world problem about which you 
will be hearing a great deal more in the immediate future. 

Field Marshall Jan Christiaan Smuts, Prime Minister of the Union 
of South Africa and elder statesman of the British Empire, made a 
stirring appeal for world unity as the alternative to “two worlds” at 
the Paris Peace Conference. We publish his speech on page 44. 

U. S. Secretary of War Patterson, in an address before the American 
Federation of Labor at Chicago, also surveyed the world’s troubled 
affairs. Among other observations, he explained why Americans must 
now spend $10,000,000,000 out of a national income of $161,- 
000,000,000—a premium of 6 per cent—for national defense and se- 
curity. Secretary Patterson also hinted at some “Buck Rogers” weapons 
that may well be used in wars of the future. 

Economic phases of the Italian peace treaty were explained at the 
Paris Conference by Willard Thorp, of the U.S. delegation. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of October 22, 1946 
Volume 1, No. 23 


Things to keep in mind about peacemaking, now going on, are these: 

Results at Paris amount to a limited step forward but not a finished job. 

Future shape of Italy, of Eastern Europe, is only indicated, just outlined. 

Real decisions, ones with meaning, are up to U.S., Russia, Britain and France. 

It’s a piece-meal process. What is done is yet to be assembled, inspected 
and, when finally approved by the big powers, put into actual operation. 

Basically, the slow motion is due to Russia's determination to hold a veto 
in peacemaking as well as in peacekeeping. Recommendations, debated so long at 
Paris by 2l nations, remain simply recommendations. The Foreign Ministers of 
the Big Four are to write the last drafts of peace treaties with Axis satel- 
lites, and their rules require unanimous agreement among themselves. 














On specific points, the outlook suggests this: 

Issue of trade freedom, of equal access to the commerce of the Balkans, os-= 
tensibly carried by U.S. at Paris, isn't to be conceded readily by Russia. 

Russian plans for rebuilding and reconstruction are based on exclusive ar- 
rangements for using resources available in countries next door. Russia's idea 
is to fit the products of those nations into Russian economy. 

New resistance from Russia is certain before anything is settled. 

Issue of Trieste is narrowed, but is far from being smoothed out. 
the perspective on this problem in a dispatch on page 7. 














You get 


As the situation in individual countries is shaping up..... 

Italy is to start life again under stiff terms, paying heavy reparations, 
denied colonies and limited to a token assortment of military forces. 

Hungary is committed to burdensome reparations, principally to Russia, is 
not likely to enjoy a standard of living half the prewar level. 

Romania is bound tightly to Russia's apron strings, is to billet Russian 
troops for an indefinite period, is to engage chiefly in barter trade. 

Bulgaria is to be largely dependent on Russia's ideas for her future. 

Finland gets a chance to pay off reparations to Russia in eight years. 














To take a glance at some of the liberated countries..... 

Poland is having a hard time digesting her new territory and industries. 

Greece appears rather prostrate economically, showing few signs of ability 
to get functioning again. Greece may have a revolution in her system. 

Czechoslovakia is taken in tow by Russia but is unable to fill Soviet needs. 

Belgium and Holland definitely are making gains, are reviving economically. 














(over) 
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WORLDGRAM== (Continued) 


In Germany, things remain in a bad state, with improvement slow. 

U.S. is finding it difficult to integrate production with Britain. 

Britain shows an inclination to work out her problems in her own way. 

Joint blueprints for ,industrial progress are yet-to be drawn. 

France sticks to a singlehanded game, is embarrassed by domestic politics. 

Dutch offer of raw materials for German plants is laid on the shelf. 

Big disappointment to Western hopes is British failure to get more coal 
from the Ruhr where, with winter approaching, steel output is falling. 

Sharp drop in finished steel is to have widespread effect, but policy de=- 
cisions are slow in the Western zones, and no one seems able to act decisively. 
Point is that, in Germany, matters are drifting, are tending in a direction away 
from what the Allies wanted or expected in their planning. Russia's zone has 
been stripped to the verge of collapse. You get that story on page 8. 

















In the stalemate over the future of Palestine..... 

Britain is upset by President Truman's pressure in behalf of Jews. 

U.S., in turn, is concerned by British moves aimed at winning Arab favor. 

Each side tends to be suspicious of the other. A new approach by Britain 
to get U.S. troops to help in Palestine, to help curb resistance to Jewish im- 
migration, is more than a possibility. 





The way matters now are developing in Chind.e... 

Bargaining power of Chiang Kai-shek is given a temporary boost by victory 
of Nationalist troops around Kalgan, a Communist center in North China. 

Importance of Kalgan lies in fact it is a strategic Communist base, capable 
of storing arms and supplies, even producing a few munitions. 

Nominal headquarters of Communists at Yenan is less well situated. 

Communists troops are confident of their ability to keep in the field, to 
fight delaying actions and to win support from the farmers. 

In general, the fighting is spreading, is getting past a point where media- 
tion by the U.S. appears to have a fair chance of success. 














There's a better atmosphere in the Dutch East Indies, a better than even 
chance that the Dutch and Indonesians now are to make a political bargain. 
Dutch negotiators, with wide authority, tend to accept a "native republic.” 
Installment plan to liquidate Dutch sovereignty is winning more favor. 
Indonesians still fear arrival of enough Dutch troops to rule by force. 
Suspicion lingers among Dutch that native leaders can't curb disorder. 
Moderates on both sides want a deal before ‘British contingents withdraw. 
Settlement, when it does come, is not likely to be entirely peaceful, is 
not likely to be agreeable to those Indonesians joined together in guerrilla 
bands and determined to resist anything short of full independence, 
First year of a restored output of oil, rubber and sugar may be 1948. 























The rest of Southeast Asia is having its troubles..... 

Fighting in Indo-China is to force some French ideas to change. 

French plans had been to rearrange Indo-China, to split up the territory,,. 
to hold key points with small forces and grant autonomy to other areas. 

Native nationalists are bitter over treatment of their appeals to Paris. 

Renewal of fighting indicates native strength is still sufficient to re- 
quire reprisals from an air Squadron, to make French rule insecure. 
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HOPE FADES FOR ATOM CONTROL; 
FEAR OF ARMS RACE MOUNTS 


Peril increases as Soviet balks 


at U.S. plan for 
would open her 


There is no present prospect of 
international control of the atomic bomb. 
The Atomic Energy Commission of the 
United Nations has failed completely to 
budge Russia and Poland from their 
opposition to the U.S. plan favored by 
the other 10 nations on the Commission. 
The only thing left to do now is to re- 
turn the unsolved problem to the Se- 
curity Council for new instructions and 
another airing of the basic conflict. 

Sticking point is the Soviet refusal 
to permit inspection of uranium deposits 
or of plants developing atomic energy in- 
side Russia. It is this, rather than the 
right to use the big-power veto, that is 
the nub of Soviet opposition. Compro- 
mise on the veto is considered possible, 
but none is in prospect on the inspection 
requirement. 

What is indicated now is an arms 
race in which Russia attempts to catch 
up with and pass the United States in its 
output of atomic bombs. 

It is up to Russia, not the United States, 
to break the deadlock by making con- 
cessions, the U. S. delegate to the Atomic 
Energy Commission indicates. Bernard 
M. Baruch, United States representative, 
lust week reaffirmed the main _provi- 
sions of the American plan tor world 
control of atomic energy, said the pro- 
posal was generous and just and called 
on other nations to offer as much. In 
the process, Baruch scornfully refuted 
criticisms that Henry A. Wallace, de- 
posed United States Secretary of Com- 
merce, had advanced in July and re- 
treated from in October. 

Officially, the U. N.’s Atomic Commit- 
tee maintains an appearance of harmony 
and progress. It has tabled unanimously, 
as impracticable, a Mexican proposal 
designed to by-pass Russian objections to 
the U.S. plan. It has approved, also 
unanimously, a Canadian motion to in- 


inspections that 


sphere to outsiders 


vestigate the feasibility of safeguards 
that an international authority might 
establish to prevent diversion of atomic 
materials, illegal seizures of plant or out- 
put, or clandestine operations. 

@ World control of atomic energy is 
agreed to in principle by all the nations. 
But the problem of how to encourage the 
use of atomic energy for peaceful pur- 
poses, and at the same time rigorously 
prevent its misuse for war, finds the 12 
nations on the Atomic Energy Commis- 
sion deeply divided. Russia and Poland 
favor only the control plan proposed by 
the Soviet Union. The U.S. and nine 
other members of the Commission con- 
sider the Russian scheme unworkable 
and see in the American plan the only 
hopeful approach. The two plans, and 
their adherents, remain miles apart. 


—Acme 


GROMYKO VS. BARUCH 
Their differences are fundamental 


@ The U.S. plan would give to an 
International agency—an Atomic Devel- 
opment Authority—the exclusive power to 
control atomic energy at its source. Thus 
the ADA, rather than individual nations, 
would own or control the uranium de- 
posits in Canada, Russia, the State of 
Colorado, Czechoslovakia and the Bel- 
gian Congo. No nation and no individual 
could mine uranium, or prospect for it, 
or ship it, or concentrate it, except under 
the vigilant authority of the world agency. 

Next, the manufacture and distribu- 
tion of atomic energy likewise would 
come under control of the ADA to the 
extent found necessary to prevent its 
misuse in weapons of war. The U.S. 
plant at Oak Ridge, Tenn., where bombs 
are made, thus would pass out of Ameri- 
can and into international control. But 
the use of atomic by-products for medi- 
cal research, and, within some _ limits, 
their use for power, might remain in the 
hands of the various nations, subject to 
ADA license, inspection and supervision. 

Agreement on these methods of atomic 

control, the U. S. insists, is the first step. 
It then would be in order to outlaw use 
of the atomic bomb, as step No. 2. Third 
and final step would be agreement on 
effective sanctions which the U. N. could 
employ to punish any nation—big or 
little—that violated the rules. And if these 
sanctions are to work, the U.S. has 
argued, no nation should have the right 
to veto their use, a right at present pos- 
sessed on all major issues before the U. N. 
by the US., Russia, Britain, France and 
China. 
@ The Soviet plan rejects the American 
premise that world control of atomic 
energy must begin at the source. In- 
stead, Russia would leave uranium de- 
posits, and manufacturing plants as well, 
under national control. Moscow would 
rely upon individual nations to carry out 
an international agreement to prevent the 
use of atomic bombs. In other words, the 
Soviet proposes a treaty to outlaw atomic 
War. 

Under the Russian plan, the U.S. 
would destroy its stockpile of atomic 
bombs three months after the treaty 
becume effective, and the U.S. and all 
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PRESENT NUCLEAR STRUCTURE OF U. N.’S ATOMIC ENERGY GROUP 
The Eastern powers refuse to be linked to America’s plan for an international authority 


other nations would refrain from further 
production. Punishment of individual 
violators of the treaty would be left to 
each nation. Punishment of a violating 
nation, Russia contends, could be devised 
and agreed to later. 

@ Differences between the Soviet and 
U.S. proposals are fundamental. Russia 
would apply the honor system, assuming 
that each nation would keep its word 
not to make or use the bomb. This was 
the method of the Kellogg-Briand Pact 
of 1928, which attempted to outlaw war 
by solemn agreement. 

The U.S., having seen the treaty of 
1928 and many other solemn compacts 
violated, thinks the honor system is 
hardly adequate to control the world’s 
most dangerous weapon. American offi- 
cials believe the temptation to misuse the 
atom bomb would be irresistible for 
nations having aggressive designs. The 
U. S. plan, therefore, would put all atomic 
resources and most of the processing 
under international control and rely upon 
inspection to prevent or detect violations. 
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@ The veto became the center of con- 
troversy as soon as the American plan 
was revealed. Russia denounced the pro- 
posed abolition of the veto as a blow 
at the U.N. Charter and as a U.S. at- 
tempt to perpetuate her monopoly of the 
atom bomb. 

Observers outside the official contro- 
versy, however, point out that it is a 
nation’s economic and military strength, 
rather than its legal rights, which in the 
last analysis makes the veto effective. To 
the U.S. and Russia, the two most 
powerful nations, the right to veto 
merely adds legal color to a physical 
reality. What is important is that these 
two powers have equal rights. 

This reasoning, World Report is in- 
formed authoritatively, has become ac- 
cepted widely within the Atomic Energy 
Commission and could be the basis for 
a compromise between Russia and the 
U.S. on the veto provision. 

@ Inspection by an international agency 
now looms as the basic U. S.-Soviet dif- 
ference, for which no compromise seems 
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possible. The American position is that 
a control plan without inspectors to de- 
tect violations would be a farce. The 
Russian position, at least officially, is that 
inspection would violate the sovereignty 
of the inspected. 

Real reason for Soviet opposition to 
inspection, American officials suspect, is 
more important. A steady flow of inter- 
national inspectors in and out of Russia 
would bring out with them much politi- 
cal, economic and military information 
that Moscow prefers to keep secret. In 
addition, inspectors from non-Russian 
lands would take into the Soviet, and 
spread among the people, facts and ideas 
that might make Russians discontented 
with their lot. The ruling group at Mos- 
cow, it is believed, could not afford to 
let that happen and does not intend to. 
@ Compromise, as things stand, looks 
remote. Thus, the alternatives open are 
a race to pile up atomic arms, or a con- 
clusion that, in a conflict between two 
great powers, the atomic bomb is a two- 
edged weapon, equally fatal to both. 
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STATUS AS FREE CITY 
FAILS TO CALM TRIESTE 


Italians and Yugoslavs struggle 
to control port, shipyards and 
industry of internationalized area 


a ee from 


TRI 


A struggle for control of the port 
and people of Trieste is breaking out in 
a new form, now that the Paris Peace 
Conference has decided to international- 
ize the city. 

The dispute is pared down now to 
its hard core—rivalry between Yugoslavia 
and Italy for the shipping, the shipbuild- 
ing and the industrial and political assets 
of an area of 300 square miles contain- 
ing a population of 500,000. 

The Paris Conference, over Slav pro- 
tests, has drawn a definite frontier be- 
tween Italy and Yugoslavia through 
Venezia Giulia Province, leaving only 
Trieste and its environs as a continuing 
ward of the big nations. This compromise 
decision cuts away from the Trieste prob- 
lem these other considerations: 

Yugoslavia gets from Italy coal mines 
at Arsa, bauxite mines at Albona, a string 
of small Adriatic ports including Fiume 
and Pola, control of all but one railroad 
leading out of Trieste, full sway over the 
upper waters of the Isonzo River and a 
new frontier 35 miles further west at 
some points. 

Italy keeps the biggest shipyards in 
the area, a road and railroad to Venice, 
a railroad north to Austria and title to the 
city of Gorizia. 

What is left for the Security Council 
of the United Nations to run as a Free 
State of Trieste is a city and outlying area 
containing the best port in the Adriatic, 
- important industries and shipyards and 
a turbulent population split between an 
Italian majority and Slav minority, both 
unsatisfied with their new regime. 

The feeling in this area, as it prepares 
to become the first international zone 
since the death of Danzig, is summed up 
by John W. Mowinckel, staff correspond- 
ent of World Report, in a cable from 
Trieste. Mowinckel says: 

“Many Italians do not believe they are 
losing Trieste. They feel that the Free 
Territory will be given back to Italy after 
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seven or eight years because Britain and 
America cannot afford Russian control 
there. If the city gets into Yugoslav 
hands, Eastern Europe would gain in 
prestige and would acquire fine naval 
yards, efficient harbors and crews and 
economic control of a trade outlet for 
Central Europe. Industrial Trieste also 
could be counted upon to support com- 
munism and to act as a strong point 
against the political power of the hinter- 
land, which is predominantly Catholic.” 

The Free State of Trieste holds these 
prizes for which the struggle goes on: 

Port. Trieste is the natural outlet for 
the trade of Central Europe. Under the 
Austro-Hungarian Empire, 58 per cent of 
the port’s business was with that North- 
ern trading area, only 16 per cent with 
the Eastern Balkans. When Italy obtained 
the city in 1919 and Europe was carved 
by new borders, Trieste’s trade dwindled. 





Now that all Central Europe is under 
Soviet influence, Russia sees the port as 
a major doorway for the economic life 
of that area. Railroads lead from Trieste 
to all Central Europe. 

Shipyards. The Free State will contain 
shipyards with a capacity equal to that 
of all shipyards in Russia. The San Marco 
yards launched Italy’s biggest passenger 
liners. Access to these facilities would 
help Russia build up her navy and mer- 
chant marine, which are small for a 
country of Russia’s size. 

Industry. The area contains modern 
plants, including steel and chemical 
works, valued at $250,000,000. As pre- 
war headquarters for an insurance busi- 
ness of world-wide scope, Trieste has a 
large supply of intelligent labor. 

Strategy. Trieste, in a military sense, 
dominates the Adriatic Sea, a long arm 
of water penetrating deep into Europe 
and giving access to the Mediterranean. 
A hostile power in Trieste could threaten 
Venice and the industrial heart of Italy. 

Prestige. Marshal Tito of Yugoslavia is 
deeply committed to get Trieste for his 
people. The U.S. and Britain are every 
bit as committed to prevent that. An 
international solution seems to all con- 
cerned the only way to handle the prob- 
lem. 

@ The United Nations thus will hold in 
trust a city that mirrors many of the ele- 
ments of friction between the Russian and 
the Western worlds. U.S. and British 
troops will remain for a long time in the 
contested Free State. The decisions 
reached at Paris narrow the issues down 
to municipal size, but provide no solution. 
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ON GUARD FOR U. S. IN VENEZIA GIULIA 
Lieut. Gen. John Lee (left) and 88th Division staff study new frontier 
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EAST GERMANY FACES 


INDUSTRIAL 


COLLAPSE 


Soviet zone’s factories closing due 
to reparations seizures. Crisis may 
force reversal of Russian policy 


Reported from BERLIN 
and WASHINGTON 


The Russian zone of Germany is 
nearing industrial collapse. The situation 
is so critical it may force the Russians 
to decide before winter whether to join 
in plans for reuniting Germany or to 
build up the Soviet zone at the expense 
of Russia’s own industrial program. 

So much heavy equipment has 
been removed from the Russian zone that 
the remaining industry is incapable of 
maintaining essential production. Short- 
ages of vital materials, such as steel and 
hard coal, are forcing factories in East- 
ern Germany to suspend operations. Un- 
less production can be maintained, the 
Russians may be unable to keep their 
large occupation forces in the area. 

Russian efforts to win the friendship of 
the German population of the zone will 
suffer a severe setback if there is an eco- 
nomic collapse. Almost all heavy industry 
remaining is utilized to rebuild public 
utilities and the devastated transportation 
system. Restoration of communications is 
essential to allow the Germans to feed 
and shelter themselves. A breakdown 
might result in disease and unrest, greatly 
feared by the occupation authorities. 

In addition, more than half of all man- 
ufactures of the eastern zone of Germany 
is shipped to Russia as reparations. Al- 
most all the current Zeiss production of 
cameras and optical equipment, and great 
quantities of other precision instruments, 
are being exported to Russia. Current 
output of textile goods is almost wholly 
allocated to the Soviet Union. Such pro- 
duction, which is making up for defi- 
ciencies in Russia, will be vitally affected 
by scarcity of raw materials in Eastern 
Germany. 

Basic cause of the shortages in the 
Soviet zone is the administration of Ger- 
many as four separate units of the occu- 
pying powers. Industry in the Russian 
zone depends to a large degree upon coal 
and steel from the Ruhr, which is in the 
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British zone. The Russians, desperately 
needing Ruhr coal, have agreed to quad- 
ripartite allocation of all German coal, 
but they insist that the planning of coal 
production also be done on a four-power 
basis. The British authorities refuse to 
allow the Russians to participate in plan- 
ning operation of the Ruhr mines unless 
the Soviet authorities will agree to cen- 
tralized administration of all German 
industry. 

@ Russia’s choice. Unless the Soviet 
Union is willing to agree to participate in 
a unified Germany, she must look else- 
where for steel and coal. This may mean 
working out arrangements with Poland 
for Silesian production, or it may necessi- 


Cy pg On 





tate shipments from Russia. All Polish 
steel and coal at present is committed to 
reconstruction or export. Soviet produc- 
tion is similarly allocated. A decision to 
send coal and steel into Germany would 
place a severe strain on the entire eco- 
nomic system of the Soviet Union. 

Whether Russia will decide to inte- 
grate the economy of Eastern Germany 
with that of the Soviet Union and the 
satellite states depends largely on what 
arrangement can be made for the fu- 
ture of Germany with Britain and the 
United States. 

Behind this vital Russian decision are 
the following factors: 

Britain and the U. S. object to the ship- 
ment to Russia of manufactured goods 
from the Soviet zone of occupation. The 
Western powers claim there was no pro- 
vision at Potsdam for seizure of current 
production as reparations, which were to 
come from the removals of industrial 
equipment that contributed to Germany’s 
warmaking capacity. 

Exports from current production, ac- 
cording to Britain and the United States, 
are to be used to pay for essential imports 
and the costs of occupation. Britain and 
the United States currently are spending 
several hundred million dollars a year 
each on imports vitally needed in their 
zones. They claim that, if the Russians 
have an exportable surplus from their 
zone, the proceeds should be placed in a 
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FINISHING ZEISS TELESCOPE FOR LENINGRAD OBSERVATORY 
Numerous other precision instruments are being exported to Russia 











common pool to ease such financial 
burdens. 

The Russians say that deliveries of 
equipment from the Western zones have 
been so slow and so small that they are 
under no obligation to deliver the prod- 
ucts of their zone. The Soviet authorities 
also declare that political unification and 
establishment of central administrative 
organs must precede economic unifica- 
tion. 

French objections also are blocking the 
administration of Germany as a single 
unit. France demands that the, Western 
boundaries of Germany be determined 
before she participates in any unification. 
France wants the Saar for herself and 
separation of the Ruhr as guarantees 
that Germany never again will be strong 
enough to wage aggressive war. Until 
France is certain of security on her East- 
ern frontier, she will oppose a unified 
Germany. 

Efforts to get the Soviet Union to par- 

ticipate with Britain and the United 
States in a unified Germany that would 
exclude the French zone also have failed. 
The result is the independent policy that 
the Soviet Union is following in East- 
ern Germany. 
@ Russian policy is to get all it can out 
of Eastern Germany. After victory, the 
Russians immediately started removing 
industrial equipment as reparations. This 
is particularly true of Berlin, formerly 
one of the great industrial centers of Ger- 
many. The capital now is completely bare 
as a result of Russian removals. 

Factories shipped to the U.S.S.R. in- 
cluded not only replacements for Rus- 
sian machinery destroyed during the war 
but other equipment that could be used 
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SILKS FOR STALIN 


to start new industries. Considerable 
quantities shipped could not be placed in 
use, due to shortages of labor, lack of 
technicians familiar with the equipment 
and absence of raw materials. A consider- 
able amount of equipment was lost while 
being removed by blasting and other 
clumsy methods. A great deal of ma- 
chinery was ruined through exposure to 
the weather. Some authorities estimate 
that as much as 52 per cent of the equip- 
ment taken by the Russians never again 
can be used. As a result, Russia now finds 
she has lost production in Germany, with- 
out gaining it in the Soviet Union. 

@ A new program, adopted by the 
Russians in May of this year, and now 
being put into effect, establishes three 
types of control over production. 

German administration of industrial 
production is set up under the direction 
of the Soviet military headquarters at 
Karlshorst. Two ministries control the fac- 
tories, sequestered by the German state 
governments. These nationalized plants 
include those confiscated from former 
Nazis. All firms that manufactured goods 
for the Wehrmacht, or employed slave 
labor during the war, also come under 
state control. 

Army authorities operate a smaller 
group of factories in the Russian zone. 
These plants are producing equipment 
solely for the Soviet Army. Included are 
the Horch automobile works, which are 
repairing military vehicles. Certain ord- 
nance plants are servicing Russian tanks. 
German tanks are being repaired for dis- 
tribution among Russia's satellites. Spe- 
cialized factories producing new types of 
weapons, such as rockets, also are being 
operated by the Soviet Army. However, 





the amount of military equipment turned 
out in the Soviet zone is not large, as 
armament production inside Russia is 
being expanded. 

The Soviet Industrial Corporation is 
the third organization controlling pro- 
duction in the Russian zone. Most of the 
key undertakings, including many of the 
armament factories now being operated 
by Army authorities, are to come, even- 
tually, under the Corporation’s manage- 
ment. 

Legal title to all plants operated by the 
Industrial Corporation is held by the 
Government of the U.S.S.R. These 
plants are regarded as reparations but 
are being left in Germany for the time 
being to take advantage of skilled man 
power not available in Russia. At some 
future date—depending on Moscow’s de- 
cision on the fate of Eastern Germany— 
most of these factories will be sent to 
Russia. 

The Industrial Corporation acts as a 
holding company for the factories under 
its control. It is organized through a series 
of joint German and Russian associations, 
each covering one industry. Those already 
operating almost exclusively under Cor- 
poration control in Eastern Germany in- 
clude textiles, chemicals, engineering, 
solid fuel, liquid fuel and public utili- 
ties. 

Whether the plants now managed by 
Germans will be shipped to Russia as rep- 
arations, be built up to help Sovietize 
Eastern Germany, or held out as bargain- 
ing weapons in the eventual unification of 
Germany will be decided only in Mos- 
cow. The economic condition in the East- 
ern zone of Germany now may hasten that 
decision. 


GERMAN AUTOS FOR SOVIET HIGHWAYS 
More than half of all manufactures in the Eastern zone is shipped to Russia as reparations 
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BRITAIN AND U. S. SHIFT DEFENSES 
TO BALK RUSSIA IN MEDITERRANEAN 


Western powers, by bolstering nations 
bearing the brunt of Soviet pressure, 
make it clear they will not bow to force 


Reported from ATHENS, ANKARA, 
CAIRO and WASHINGTON 


Regardless of the outcome of 
Russia’s drive to get control of the Darda- 
nelles, Britain and the U.S. now recog- 
nize that Russia is within reach of the 
Mediterranean and must be reckoned 
with in that sea. 

The Western powers therefore, 
are shifting their defense plans. 

Because of this shift, Russia is 
trying to find out what she can get by 
bargaining. Tests to the point of civil 
war in Greece and Iran are showing Rus- 
sia that the U.S. and Britain will cede 
no ground to force and, if necessary, will 
use force themselves to meet the threat. 

This does not mean that Russia is to 
abandon her tactics of pressure. Nor will 
Britain and the U.S. cease to back up 
their policies with displays of force. 

What it does mean is that the trading 

over the Dardanelles is to be done by 
traders carrying big sticks. 
@ Strong-arm diplomacy meets across 
the long line dividing the Russian and 
Western zones of influence from Trieste to 
Tehran. 

Turkey, the keystone of the defense 
line now established by Britain and 
the U.S., is the toughest nut Russia has 
yet attempted to crack. The population 
is united behind the Government's re- 
fusal to cede bases in the Dardanelles. 
One out of every eight Turks has been 
trained to fight, and few doubt that they 
will fight if attacked. Nearly 1,000,000 
men are under arms, costing the taxpay- 
ers half the national budget. Furthermore, 
Britain and the U.S. stand ready to help 
Turkey against Russian pressure. 

For this reason, Russian pressure of late 
has been limited to diplomatic action and 
bitter criticism over the Moscow radio. 
Russia has claims to mountainous prov- 
inces on Turkey’s frontier with the Soviet 
Union. These claims are not being pressed 
at the moment, but Russia is inviting 
Armenians throughout the world to return 
to their “homeland” in Soviet Armenia 
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just across the Turkish border. Sooner or 
later, Soviet Armenia is to demand her 
“lost provinces” in Turkey. 

Russia’s plan for forcing Turkey -to 
accede to her demands is a squeeze, an 
attempt to encircle Turkey from the west 
through Trieste and the Adriatic or 
through Macedonia and the Aegean, and 
from the east through Iran. Britain and 
the U. S. are blocking these moves. 

West of Turkey, the Russians are 
being blocked at Trieste but still are try- 
ing to undermine the British in Greece. 

At Trieste, the Russian satellite, Yugo- 
slavia, makes no secret of her determina- 
tion to keep agitating for the whole of 
the zone commanding the Adriatic until 
she gets it, despite the decision of the 
Paris Peace Conference giving most of 
the zone to Yugoslavia but international- 
izing the port. Incidents involving Slavs, 
Italians and Allied troops are frequent. A 
Yugoslav army stands close tosthe frontier. 

In Greece, there is civil war on a small 
scale. Guerrilla forces led by Greek Com- 
munists are virtually in control of North- 
ern Greece, including Macedonia. These 
forces look to Russia for support against 
the pro-British King of Greece, George II. 

To show Russia the danger of helping 
Greek rebels, the British let it be known 
that the Greek Government is asking for 
arms to crush the uprising. The Greek 
Army now in action against the Commun- 
ists and their sympathizers was trained by 
the British. But Britain also promised that 
none of the British troops now in Greece 
would help the Athens Government liqui- 
date its political opposition. 

The danger in Greece is that the civil 
war may become a Balkan war, possibly 
involving British and Russian troops. 
Greece’s three neighbors to the north, 
Albania, Yugoslavia and Bulgaria, are all 
controlled by pro-Russian regimes. Soviet 
Army troops still occupy Bulgaria. Their 
garrisons are within 100 miles of Greece’s 
strategic port of Salonika on the Aegean. 


Russia has promised to withdraw from 
Bulgaria three months after the ratifica- 
tion of the Bulgarian peace treaty. But 
ratification by Moscow may be delayed 
if the British do not soon keep their prom- 
ise of withdrawing from Greece. 

East of Turkey, in Iran, the British are 
taking a leaf from Russia’s book. 

The Russians pulled out of Iran last 
spring only after sponsoring a revolt in 
Azerbaijan, the northwestern province of 
Iran at Turkey’s back door, which left the 
pro-Russian Tudeh Party in command. 
The Iranian Premier, Ahmad Qavam, 
has just taken three Tudeh members into 
his Cabinet in an attempt to regain con- 
trol of Azerbaijan Province. This gives 
Russia a voice in the Iranian Government. 

Britain viewed this development with 
alarm, so Premier Qavam suddenly was 
confronted with another revolt, this time 
by the Ghashghai tribesmen of Southern 
Iran, where Britain operates the oil fields. 
The tribesmen seized several towns on the 
Persian Gulf. Tehran charged that they 
fought with British arms. The tribesmen 
are asking, as the price of peace, the 
resignation of the Tudeh representatives 
in the Cabinet. 

Elections are to be held soon in Iran. 
The winner probably will be the faction 
with the biggest stick and the longest pay 
roll, currently the pro-British group. Re- 
volts may follow. Eventually, the struggle 
of the powers in Iran may boil down to 
the unofficial division of the country into 
a zone of influence for Russia in the north 
and another zone for Britain in the south. 
This was the arrangement when Britain 
was at peace with Czarist Russia. 

Such power politics keeps the line from 
Trieste to Tehran alive with dangerous 
incidents. Each incident is of world im- 
portance only to the extent that it rep- 
resents the power of the U. S. and Britain 
or the power of Russia behind it. To 
strengthen their power, the U.S. and 
Britain are revising strategy to give better 
protection to the vital area where three 
continents are joined. 

@ The new defense now being devel- 
oped by the British High Command 
with the knowledge of the U.S. is based 
on lessons learned in the war with Ger- 
many and geared to the fact that Russia 
is the only potential enemy now in sight. 
Russia easily could sever the so-called 
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leave Greece. In the Dardanelles, Russia seeks 
a share of control with Turkey. Russia claims 


two frontier provinces of Turkey. 


In Trieste, Slavs backed by Russia clash with Allied 
troops in frequent incidents. In Northern Greece, 
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“life line of Empire” that runs through 
the Mediterranean and Suez. Germany 
cut it through Italy, Sicily and Libva, 
forcing the British and Americans to 
supply the Middle East and Egypt across 
and around Africa. Russia could cut it 
with bombers over Suez and the Eastern 
Mediterranean. : 

To meet this danger, Britain is creating 
a new system of defense in depth calcu- 
lated to defend the Western Mediterra- 
nean from bases in Britain, Gibraltar and 
Malta, and to hold the Middle Eastern 
approaches to India and the Indian 
Ocean from Africa. 

The African anchor in this scheme of 
defense is to be at Kenva and Tanganyika 
on the shore of the Indian Ocean. This is 
the plan that London has allowed to leak 
out. It is probable, however, that Britain 
would prefer to use Italian Somaliland 
on the Indian Ocean, or Italian Eritrea on 
the Red Sea, if she gets them when Italy's 
colonies are disposed of within fhe year. 
But the transfer of Britain’s bases from 
Alexandria and Haifa does not mean she 
is to abandon the Mediterranean. 


Communist-led risings approach civil war 


In Rome, Italians refuse to give up Trieste. Athens 
asks British aid against pro-Russians 
Turkey refuses to give Russia bases in the straits. 
Cyprus decides to stay. with Britain, US. for 
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Cyprus, the spearhead of Britain’s 
present plan of defense, is to hold the 
same position in the new plan. Britain and 
the U.S. will not give up the Eastern 
Mediterranean without a struggle. The 
first line of Anglo-American defense, or 
the starting points for initial offensives, 
now is pegged to Greece, with its superb 
harbors and its control of passes to the 
Danube Valley; to Cyprus, with its ex- 
cellent terrain for airfields, and to British 
land and air bases in Iraq, on the Tigris 
River route to Turkey. 

Nerve warfare already is in full swing. 

Just as Stalin gyrated from his an- 
nouncement of three five-year plans, cal- 
culated to raise Russia’s industrial and 
military power to match those of her 
rivals, to another pledge of co-operation 
with the Western powers, so Britain and 
American spokesmen sprinkle announce- 
ments of plans for defense among pleas 
for peace. President Truman’s note advis- 
ing Turkey to resist Russia's demands in 
the Dardanelles was sent only after con- 
ferring with the Chief of U.S. Naval 
Operations and the Army’s Chief of Staff. 
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The result of the firm U. S.-British at- 
titude is evident throughout the Mediter- 
ranean and the Middle East. 

In Cyprus, the Ethnarchy Council of 
leading citizens, which has long de- 
manded union with Greece, has decided 
to suspend its campaign and stay with 
Britain “in view of the international situa- 
tion.” Iraq and Trans-Jordan, both con- 
templating union that would facilitate 
Britain’s defense, have dropped sugges- 
tions that British troops be removed from 
Arab countries. Negotiations on the 
Anglo-Egyptian treaty, which will call 
for the removal of British troops from 
Egypt, are slow and may be slower. 
Turkey shows no sign of faltering in its 
resistance to Russia. 

The State Department last weekend re- 
leased the text of the U.S. note to Russia 
saving in effect that the U. S. and Britain 
insist on participating in any revision 
of the international agreement now gov- 
erning the Straits. Turkey may talk with 
Russia, but the Dardanelles question will 
be settled only after hard bargaining be- 
tween Russia, Britain and the U. S. 
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STRIKES AND INFLATION IMPERIL 
CANADIAN DRIVE FOR MARKETS 


Country must increase sales abroad 
or face unemployment in industries 
and return to agricultural status 


Reported from 
OTTAWA 


Strikes and rising prices are be- 
ginning to disturb Canada’s campaign 
to develop the world markets she needs 
to safeguard her expanded industries. 

Production has slumped as a re- 
sult of work stoppages in factories pro- 
ducing steel, automobiles, rubber and 
many other essentials. 

Prices, which the Government 
managed to hold steady all through the 
war, are showing signs of breaking loose 
following substantial increases in wages 
won by strikers. Cost of living has risen 
as much this year as in the preceding 
four years combined. Prices of manu- 
factured goods, which Canada is count- 
ing on most to increase exports, are up 
4 per cent over last January. 

Canadian export prices still are among 
the lowest on world markets because 
inflation in Canada got a start only in 
recent months, when the Government 
began easing some controls and strikes 
crippled production. Prices also have been 
pushed upward by inflation in the U. S. 

The Government plans to hold sufh- 

cient controls on the economy to prevent 
any runaway rise. But the present trend, 
if it continues, could undermine seriously 
the campaign to establish Canada as a 
leading exporter of manufactured goods. 
Stable prices and a relatively high level 
of production both are essential to the 
success of such a campaign. 
@ Increased exports. are vitally impor- 
tant to Canadian prosperity. Canada does 
more world business per capita than any 
other country. Industrial output now far 
exceeds agricultural production. More 
people depend on industry than on farm- 
ing for a livelihood. 

Industrial capacity more than doubled 
during the war. Canada now finds herself 
geared to produce far more than her 
12,000,000 people can consume. 

Investment in new mills and factories 
for expanded war production is more 
than $1,200,000,000, not counting the 
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cost of tooling. Pressure is strong to find 
ways of getting a return on this outlay. 

Employment in industry nearly has 
doubled since 1939. Canada is trying to 
obtain outlets for the production of 900,- 
000 more industrial workers than in 1939. 
On a per capita basis, this is equivalent 
to 9,250,000 in the U. S. 

Thus, Canada must sell far more 
abroad or face the certainty of large-scale 
unemployment in her expanded indus- 
tries and a return to her prewar status as 
a predominantly agricultural nation. 

@ The Government of Canada is throw- 
ing its full weight behind the drive to 
expand exports. Government policy is to 
insist on a maximum of economic stabil- 
ity at home in order to back up vigorous 


promotion of new markets abroad. Here 
is how that policy is being carried out: 

Controls, especially on prices and 
wages, are being maintained more strictly 
than in the U.S. Until recently, the Gov- 
ernment stood firm on its policy of au- 
thorizing no wage increase that would 
interfere with existing prices. Now it 
apparently has retreated a step from this 
stand by granting an increase of 13 cents 
an hour to steelworkers, who won the 
concession by a strike that lasted nearly 
three months. Officials controlling prices 
in Canada fear the settlement will give 
a push to inflation. 

Export credits are to enable many 
countries to buy goods from Canada for 
reconstruction. These credits guarantee 
Canadian industry an export trade of at 
least $2,000,000,000, during the next 
few years. Of this amount, $1,250,- 
000,000 is for Britain. France and the 
Netherlands are allotted nearly $500,- 
000,000 between them, and the rest is 
divided among Belgium, China, Czecho- 
slovakia, the Netherlands East Indies, 
Norway and Russia. 
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Trade promotion program is being 
pushed to acquaint the world with the 
scores of products that Canada now can 
supply that she never made before. Dip- 
lomatic and consular services are being 
extended and improved in the areas 
where Canada hopes to expand her trade. 
The Canadian Information Service and 
trade experts attached to embassies and 
legations are carrying on a vigorous pro- 
cram of propaganda. 

The Canadians are making their most 
intensive bid for trade in Latin America, 
where foreign exchange is plentiful right 
now and many buyers are in a receptive 
frame of mind after getting disappoint- 
ing results from the U. S. 

Canada plans to multiply her exports 
to Latin America 20 times. Trade mis- 
sions have been sent to Mexico and Brazil 
and new commercial agreements have 
been signed with several other countries 
in South and Central America. Latin- 
American newspapers are giving prom- 
inent display to paid advertising from 
Canada. Some reputable newspapers 
have published whole editions devoted 
to Canadian publicity and advertising. 

The trade promotion campaign in 
Latin America is bearing fruit. One Ca- 
nadian shipyard that formerly built war 
vessels has been kept busy this year con- 
structing six freighters for Brazil. Two 
manufacturing firms in Canada are tied 
up for two years on South American 
contracts. 

Imports are being stimulated so that 
customers in other countries will be as- 
sured of an ample supply of Canadian 
dollars. A special section has been set up 
in the Department of Trade and Com- 
merce to promote purchases abroad. 

Special attention is being given to ad- 
justing trade to the changed pattern of 
Canadian needs. Canada now manufac- 
tures many of the products she formerly 
had to buy from other countries. On the 
other hand, Canada now requires sub- 
stantially larger imports of primary ma- 
terials to supply the big factories that 
grew up during the war. 

The import program also is making 
good progress. Canadian imports reached 
a record high of nearly $880,000,000 in 
the first half of 1946. The figure for the 
same period last ‘year was less than 
$800,000,000 and included large ship- 
ments of war materials. Seven eighths of 
Canada’s- imports come from the U. S. 
and Great Britain, with th U.S. alone 
furnishing two thirds. 

Canada now is trying to step up im- 
ports from other areas and get away from 
her heavy dependence on the U.S. An 
effort is to be made to buy more frem 
Great Britain and Empire sources and a 
smaller proportion from the U.S. This is 
aimed at correcting the lopsided situation 
that prevailed in prewar years, when 
Canada had a heavy import’ surplus in 
trade with the U.S. and a heavy import 
deficit in trade with Great Britain. 
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Buyers now look to Canada for products formerly exported by U. S. or Europe 


@ Competition from Canada in world 
markets already is greater than ever be- 
fore. Buyers of manufactured goods are 
learning to look to Canada for scores of 
products formerly obtainable only in Eu- 
rope or the U. S. 

More than 100 new products never 
before made in Canada are beginning to 
appear in world trade. These include 
intercity busses, prefabricated houses, 
glass fabrics, plastic products, toys and 
a myriad of household articles. 

Before the war, two thirds of all Ca- 
nadian exports consisted of a few primary 
staples such as wheat, newsprint, lumber, 
nonferrous metals and processed foods. 
Now, while exports of most of these are 
to be expanded, greater emphasis is to be 
given to a long list of industrial products 
such as aluminum, synthetic rubber, ma- 
chine tools,chemicals, plastics and optical 
equipment. 

Two thirds of Canada’s war production 
plants are being converted to peacetime 
manufacturing. It is believed that a large 
proportion of the factories that made 
munitions, aircraft and ships may have 
to be abandoned since they are not easily 
convertible. But the automotive, metals, 
chemical and a host of miscellaneous 
industries are busy turning out a flood of 
consumer goods to fill the pent-up de- 
mand at home and eventually to export. 

U. S. and Britain, whose economies are 
linked closely with Canada’s, will feel the 
greatest effect of the new industrializa- 
tion. They stand to lose thein Canadian 
markets for certain manufactured goods 
that now can be made locally. But they 


hope to sell Canada increasing quantities 
of the supplies and equipment needed 
to keep her industrial machine running 
smoothly. 

Abroad, and especially in Latin Amer- 
ica, Britain and the U.S. are facing a 
full-scale invasion by Canadian exporters. 
@ A new role for Canada in world af- 
fairs is behind the Canadian drive to 
keep from reverting to an agricultural 
economy: 

Geographically, Canada has a com- 
mon frontier with Russia across the Arc- 
tic. This fact gives the Western powers 
important reasons for wanting to see 
Canada strong and adequately industrial- 
ized. In any future conflict across the top 
of the world, Canadian industries would 
become the advanced outposts of supply 
for the defense of North America. 

Strategically, Canada has become a 
great power by definition; she holds the 
greatest known deposits of uranium and 
shares the secret of how to make the 
atomic bomb. But even without the 
bomb, Canada during the war ranked 
third among the United Nations in naval 
strength, fourth in air power and fourth 
in munitions production. 

Economically, Canada now is one of 
the world’s industrial powers and ranks 
third in trade among the nations of the 
world. 

Temporary upsets like the present 
strikes and inflationary pressures are not 
to deter Canada from her long-range 
goal of holding on to her industrialization 
and boosting her already large share of 
world trade. 
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SEEKING FREE FLOW 
OF NEWS AND RADIO 


International agency being formed 
within the U.N. to remove barriers 
to world exchange of information 


The United Nations is about to 
add a new agency whose program con- 
flicts with the political facts of life in- 
side the U.N. and may widen the rift 
between East and West. 

The agency is the United Nations 
Educational, Scientific and Cultural Or- 
ganization (UNESCO), scheduled to win 
formal approval as an authorized sub- 
sidiary at the meeting of the General 
Assembly in New York this month. Aim 
of UNESCO is to build world peace by 
a free exchange of information through- 
out the world, letting “peoples speak to 
peoples” across national boundaries and 
over governmental barriers. 

Question is whether Russia will 
go along on a program based on West- 
ern ideas of free speech. Another ques- 
tion is whether the Western powers will 
support UNESCO's aims against Soviet 
opposition, and so increase the East- 
West split. 

Support for formal approval of 
UNESCO as a U.N. subsidiary is as- 
sured, however. Twenty nations already 
have signed or indicated agreement with 
a draft constitution, prepared at a Lon- 
don conference attended by delegates 
from 44 governments. Among the 20 
are the United States, France, China and 
all members of the British Common- 
wealth of Nations. Russia was not rep- 
resented at London, but Czechoslovakia, 
Poland and Yugoslavia were. Indications 
are that Czechoslovakia, and probably 
Poland, will approve. The attitude of 
Russia and Yugoslavia remains in doubt. 

As a U.N. subsidiary, the new agency 
is to get under way in November, with a 
full-dress meeting in Paris, its official 
headquarters. The permanent officers and 
staff are to be selected and the program 
put into operation there. 

@ The program outlined for UNESCO 
by the U. S., subject to approval by the 
other nations, assumes that peace can be 
advanced if there is a widespread ex- 
change of information and understanding 
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between peoples and proposes to operate 
energetically on that assumption. Ac- 
cordingly, the U.S. delegation that goes 
to Paris next month is under instructions 
to advocate the following proposals: 

A radio network, “to clear away the 
barriers of suspicion and mistrust that 
divide peoples,” to be operated either by 
UNESCO alone or in conjunction with 
the U.N. Radio engineers have esti- 
mated that a world-wide radio system is 
feasible technically and could be de- 
veloped for about $250,000,000. 

Removal of barriers to the free flow 
of information between nations. What is 
sought is complete freedom of access by 
the peoples of the world to books, to 
newspapers and magazines, to motion pic- 
tures and to all other means of conveying 
useful information. Emphasis is to be on 
material that serves “the cause of inter- 
national understanding and therefore of 
peace.” 

Clearing the channels of international 
communication of obstacles created by 
discriminatory or restrictive copyright 
legislation, unfair rates or similar hinder- 
ances. 

Promotion by UNESCO, through 
press, radio and motion pictures, of ma- 
terial calculated to advance international 
understanding and active opposition to 
the misuse of world media of communica- 
tion which foster international ill will and 
misunderstanding 

Examination, through an international 
conference to meet in 1947, of textbooks 
and teaching materials currently in use 
throughout the world. Interest here is in 
school texts that exalt nationalism to the 
point of conflict instead of those that en- 
courage understanding and co-operation 
among peoples. 

Exchange of students, teachers, schol- 
ars, scientists and artists among nations 
as a means of reducing national differ- 
ences and increasing understanding, a 
program now in operation between the 
United States and England, several Lat- 
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U.S. MAGAZINE IN RUSSIA 
Can UNESCO go a step further? 


in-American countries and China. Idea is 
to broaden the scope until all nations 
are involved. 

Underlying this U.S. program is the 
belief that if the peoples of the several 
nations do come to know and understand 
one another, they can accomplish what 
the diplomats of the world have never 
succeeded in doing—build and maintain 
world peace. A genuine understanding 
among peoples, it is argued, can sup- 
plant force and power politics as instru- 
ments of national policy. 

@ Obstacles to these U.S. hopes, how- 
ever, are numerous and well entrenched. 
They line up about like this: 

Skepticism in governmental circles in 
Europe casts doubt on the possibility that 
understanding among peoples actually 
will supplant force. 

Power politics in the United Nations 
has become a fact of life despite the hope 
that the U. N. would permit nations to 
submerge their rivalries in a common 
search for peace. Thus the powers still 
act in support of national interests, even 
at the risk of conflict, and rely finally on 
force. 

Barriers to the free exchange of in- 
formation exist, notably around Russia, 
and show no signs of fading away. The 
Soviet maintains an “Iron Curtain” as a 
matter of national policy to protect her 
way of life. There is no evidence to in- 
dicate that she will raise the curtain, even 
for UNESCO. 

@ The future ahead of this new agency 
of the U.N., in consequence, is neither 
simple nor very hopeful. A frontal attack 
on the Russian barrier could irritate So- 
viet sensibilities and intensify the growing 
division between East and West. Yet a 
refusal by the U. N. to promote actively a 
free exchange of information would con- 
vict it of giving lip service to the newest 
member of the family. UNESCO’s task is 
to steer a course through that dilemma. 
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ARGENTINE MEAT UNAVAILABLE 
TO EASE SHORTAGE IN THE U.S. 


Purchases banned to prevent spread 
of cattle disease. Supplies in 
Latin-American nation are limited 


Reported from BUENOS 
AIRES and WASHINGTON 


Despite insistence from some 
U.S. consumers and politicians, there 
will be no imports of fresh meat from 
Argentina to relieve the current shortage 
in the United States. 

Argentina cannot spare enough 
fresh meat now to improve appreciably 
the situation in the U.S. And if Argen- 
tina could spare it, a U.S. law would 
prevent its entrance, because of the 
danger that U.S. livestock herds would 
become infected with the hoof-and- 
mouth disease. * 

Even a presidential order could not 
open U.S. markets legally to fresh meat 
from Argentina, in the opinion of experts 
in the U.S. Department of Agriculture. 
@ Argentina’s inability to ship large 
amounts of fresh meat to the U.S. at 
this time springs from a partial tie-up of 
her packing industry and from a contract 
with the United Kingdom. 

Workers in packing houses under pri- 
vate ownership, which process the bulk 
of Argentina's meat, now are protesting 
against the packers refusal to comply 
with Government orders raising wages. 
At first, the protest took the form of a 
slowdown that cut deeply into produc- 
tion. Now the slowdown has developed 
into a strike that has closed the private 
packing houses. Only the packing plants 
under public ownership are operating, 
and most of their output is for domestic 
consumption. 

Even if all the packing plants were 
operating at full capacity, Argentina's 
new contract with the United Kingdom 
would prevent her making large ship- 
ments of fresh meat to the U.S. Under 
this contract, which took effect October 
1, the British buy 83 per cent of Argen- 
tina’s exportable meat. Argentina has 
promised much of the remaining 17 per 
cent to other customers. 

@ The U.S. ban on imports of fresh 
meat from countries where the hoof-and- 
mouth disease exists is the result of costly 


scourges that formerly swept through 
U.S. livestock herds. By wholly destroy- 
ing infected herds, the U. S. finally wiped 
out the disease in 1929. The next year, 
Congress enacted the ban. 

In Argentina, the hoof-and-mouth dis- 
ease always is present. Sometimes it is 
mild and its rate of incidence is low. At 
other times it flares up in serious epi- 
demics. 

Scientists say cooked meat from in- 
fected animals is safe for human con- 
sumption. U.S. soldiers serving in Eu- 
rope during the war ate millions of 
pounds of Argentine meat. Some of it 
may have been infected, but the soldiers 
suffered no ill effects. The uncooked 
bones of infected animals, however, can 
spread the disease. 

U.S. and British veterinarians attrib- 
ute the periodic outbreak of the disease 
in Great Britain to uncooked bones from 


South American meat. These bones, 
placed in the garbage of homes and 
hotels, frequently find their way to farms. 

U.S. livestock men resist every at- 
tempt to modify or circumvent the ban. 
They fear not only the infection of their 
herds but also competition from South 
American meat, because costs of produc- 
tion in Argentina and Uruguay are low. 
The climate is milder than that in most 
U.S. areas that produce livestock. Argen- 
tine cattle are finished for market on 
alfalfa pasture, but in the U.S. the best 
beef animals spend several months in 
feedlots on a heavy and expensive dict 
before being sold for slaughter. Labor 
costs in Argentina are lower than in the 
U.S. Meat prices in Argentina, thus, are 
about half as high as those in the U. S. 

U.S. livestock interests, however, are 
not alone in defending the ban. Scientists 
of the U.S. Department of Agriculture, 
who have studied the disease in both 
Argentina and the U. S., are equally vig- 
orous in supporting it. 

The Argentine Government now is 
taking steps to stamp out the disease. But 
until these steps are fully successful, or 
the U. S. Congress modifies the law, there 
is no prospect of fresh meat shipments 
from Argentina to the U. S. 
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DRESSING ARGENTINE STEAKS AND LAMB CHOPS 
Laws and treaties make U. S. consumers look elsewhere for supplies 
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CONSERVATIVES OFFER BRITAIN 
AN ALTERNATIVE TO SOCIALISM 


Tories strive to regain popularity | 
with a program to attract workers, 


but ‘Old Guard’ keeps party control 


Reported from LONDON 
and BLACKPOOL 


Great Britain’s Conservative Party 
is working out a program of “liberal con- 
servatism” to offer British voters as an 
alternative to the Labor Government's 
Socialist planning. 

Tory veterans such as Winston 
Churchill and Anthony Eden, spurred by 
rank-and-file demands for aggressive 
leadership, are striving to revive the party 
by making its policies more acceptable 
to the worker. 

For the Conservatives, it is a battle 
against overwhelming odds. In a year of 
violent readjustment after a long war, 
the Labor Party has lost no seats to the 
Conservatives in 21 by-elections, is going 
ahead with a mild form of state socialism 
on a safe majority of 200 seats in Parlia- 
ment. 

There is to be no general election until 
1950. Unless the Conservative leadership 
can attract enough popular support to in- 
crease its 9,000,000 votes to match the 
12,000,000 Labor polled last year, their 
party may be condemned to an opposi- 
tion role for years. 

The danger was clear to the 2,700 
delegates who assembled at Blackpool 
on the Irish Sea for the biggest confer- 
ence in the history of the Conservative 
Party. Young Tories, angry and belliger- 
ent, demanded that a new policy of 
liberalism be drafted to replace the par- 
liamentary opportunism of the “Old 
Guard.” 

Churchill remains the Conservative 
leader and Anthony Eden still is the heir 
apparent. Their prestige is such that none 
of the young Conservatives challenged 
their positions. But the policy these two 
now are guiding in parliamentary debate 
is in sharp contrast with the Conservative 
program of prewar days. 

@ At home, the Conservatives are 
adopting the strategy of their once- 
formidable opponents, the Liberals, now 
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reduced to only 10 members in the House 
of Commons. These 10 Liberals, refus- 
ing to believe that their old foes have 
changed their ways, have so far refused 
to accept offers of unity from the 189 
Conservatives. 

What the Conservatives publicly offer 
Britons to woo them away from socialism 
is “a property-owning democracy.” Spell- 
ing this out in issues that the British 
worker can understand, the Conserva- 
tives propose: 

Profit. Labor promises to revive the 
country through nationalization, say the 
Conservatives, simply mean turning the 
profits gained by the toil of the worker 
and the investments of the capitalists 
toward the support of a huge bureauc- 
racy of job holders, hand-picked by Labor 
from among its followers. 
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‘OLD GUARDSMAN’ AMERY 
Fears U.S. will seize the Empire 


Conservatives want an end to nation- 
alization through which the Labor Party 
now manages the Bank of England, the 
coal mines and social insurance. To give 
labor its just share of the profits, the 
Conservatives propose a return to free 
enterprise, but with modifications. 

Co-operatives are to be encouraged. 
This policy, to the Liberals who fought 
successfully in days gone by to defend 
co-operatives against Conservative at- 
tack, is the bitterest pill of all. Britain’s 
co-operative movements are _ strong. 
Churchill, explaining the Liberal policy 
he accepted at Blackpool, said: 

“We seek, so far as possible, to make 
the status of a wage earner that of a 
partner rather than that of an irrespon- 
sible employe.” 

Monopolies. All forms of monopoly, 
say the Conservatives, must go—including 
those owned by the state. Into this latter 
category they lump all the Labor Party’s 
plans for nationalizing British industry. 

Housing, Conservatives insist, would 
be ample for all in short order if the 
Government would leave some room for 
private enterprise. 

To millions of ill-housed Britons in 
city and country, facing a winter with- 
out adequate homes, such suggestions 
have a definite appeal. In Parliament and 
through the Conservative press, the op- 
position is demanding that the Labor 
Government earmark more building ma- 
terials for private construction, less for 
slow-moving projects now planned under 
Government guidance 

Aneurin Bevan, the Minister of Health, 
who is responsible for the housing pro- 
gram, is fighting back. According to his 
figures, homes have been provided for 
222.564 families since March, 1945; 
250,000 new houses have been built or 
are under construction, and 200,000 more 
are projected. He, like other Labor 
spokesmen, accuses the Conservative 
Party of opposing the housing program 
only because its members can make no 
profits on mortgages at the 2% per cent 
interest which the Government charges 
for its housing loans. 

Farming. Britain is short of labor to 
work the fields. A resolution at Blackpool 
blames the Labor Government for failing 
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The Loyal Opposition has lost all the 21 by-elections in the last 15 months 


to gear the repatriation of German and 
Italian prisoners of war with the return of 
British farm hands from military service. 
Thousands of prisoners still work Brit- 
ain’s farms, but the Government is com- 
mitted to a program for sending them 
home. 

Liberty to do as he pleases has al- 

ways been the Englishman’s pride. Con- 
servatives now charge that the Govern- 
ment program of socialization is “totali- 
tarian.” The Blackpool Conference gave 
tremendous applause to a Conservative 
who noted that, in 11 months, the Labor 
Government had issued 1,744 orders and 
rules with the force of law under powers 
delegated by Acts of Parliament. Con- 
servative members of Commons were 
urged to protest the increase of such 
legislation. 
@ On Empire policy, the Conservatives 
stand on familiar ground with a familiar 
argument. They propose that the Gov- 
ernment hold fast to the policies Britain 
has followed in the past. They say India 
has been forced to set out on an experi- 
ment in self-government under incapable 
leaders at a time when Russia, in Church- 
ill’s words, “is expanding or seeking to 
expand in every direction.” 

To protect India, the Conservatives 
say, Britain should devote her energies 
to preparing native leaders for responsi- 
bility, moving the peninsula _ slowly 
toward a new status as a dominion, free, 
but still under British protection to pre- 
vent conflict between Hindu and Moslem 
inside the country as’ well as seizure by 
another power. 


Leopold Amery, a member of Church- 

il’s wartime Cabinet, drew applause 
from the “Old Guard” delegates at Black- 
pool with the assertion that the U.S. is 
trying to break up the British Empire and 
seize it as “an economic and _ political 
tributary.” With Amery’s support, the 
Conference called for continuation of the 
policy of imperial preference, under 
which the goods of Britain and her Em- 
pire are exchanged under lower tariffs 
than those applying to goods from other 
lands. 
@ On world policy, the swing toward 
liberalism has taken the Conservatives 
even beyond their rivals in the Govern- 
ment. How long they will stay there is a 
matter of some concern to the Foreign 
Secretary, Ernest Bevin. He is under 
fire from the left wing of the Labor 
Party for his firm stand against Russia. 
As matters now stand, the Conservatives 
are advocating a more conciliatory policy 
toward the Soviet Union. 

Even before the party conference 
opened at Blackpool, Eden publicy de- 
clared that Stalin’s offer of co-operation 
with the U.S. and Britain, made in an- 
swer to a questionnaire submitted by a 
British correspondent in Moscow, was an 
opportunity for a “new approach” to the 
Soviet Union. Churchill, speaking in 
Switzerland, also advocated a new ap- 
proach, though he proposed a European 
federation based on close co-operation 
between France and Germany. 

The spread between Laborites and 
Conservatives on Britain’s policy toward 
Russia, however, is not likely to remain 


wide. Both Churchill and Eden are 
striving to show Britain’s voters that 
they are eager to reach an agreement 
with Russia and are not, as Moscow radio 
has branded them on occasion, war- 
mongers. 

@ The campaign into which the Con- 
servatives are moving, armed with their 
liberalized policy, is aimed at the parlia- 
mentary elections of 1950. In intimate 
sessions at Blackpool, party organizers 
divided their drive into two parts. 

Parliamentary action is to be devoted 
to pounding away at the Government's 
most vulnerable policies, chief among 
them nationalization of industry and the 
protection of trade unions. Conservatives 
are trying to force the Labor Government 
to take a stand on the issue of the “closed 
shop’ for Britain's big Trades Union 
Congress. They hope thus to split away 
the support of independent unions, draw- 
ing more workers into the Conservative 
fold But the real battle is to be fought out 
by the party’s “little men” in city dis- 
tricts and country farms. 

Grass-roots organization by armies of 
volunteer workers of the party is cal- 
culated to enable the Conservatives to 
match the Labor Party’s strength within 
two years. At Blackpool, party officials 
reported that the party publication, The 
Onlooker, had increased its circulation 
from 90,000 to 147,000 between January 
and July. The goal now is 250,000 read- 
ers, but the partys real objective is 
3,000,000 new voters. To get them, Con- 
servatives count heavily on their new 
liberalism. 
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HARD BARGAINING IS EXPECTED 
WITH RUSSIA OVER LEND-LEASE 


Compensation sought only for goods 
useful in peacetime. Moscow to ask 
concessions granted to other Allies 


Russia and the United States now 
are preparing to settle up their Lend- 
Lease accounts. 

The U.S., which provided $11,- 
000,000,000 in aid to the Soviet Union, 
is offering to waive compensation for 
munitions and for supplies consumed 
during the war. But the Russians are 
being asked to pay in money or other 
“benefits” for industrial equipment, ve- 
hicles and similar items that can be used 
in their Five Year Plan. 

Large credits to enable Moscow 
to pay up over a period of years are 
being offered by the U.S., but lengthy 
negotiations lie ahead in reaching agree- 
ment on amount and terms of payment. 

Settlements already reached by the 
U.S. with Britain, France and five other 
countries have closed the books on more 
than 70 per cent of America’s $46,000,- 
000,000 outlay for Lend-Lease. Settle- 
ment with Russia will erase another 24 
per cent of the bill, leaving outstanding 
only the relatively small accounts with 
China, South Africa and some 30 other 
countries. 

@ Russia received more than half of her 
Lend-Lease aid in nonmilitary items. In 
addition, many military supplies, such as 
trucks, transport planes and ships, can be 
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converted to peacetime use. Major cate- 
gories of supplies for which Russia now is 
being asked to settle up are as follows: 

Motor vehicles and parts shipped to 
Russia cost the U. S. $1,152,214,000. In- 
cluded were 375,883 trucks, 51,503 jeeps, 
35,170 motorcycles and 8,071 tractors. 

Railway equipment included 1,981 lo- 
comotives and 11,155 freight cars, most 
of which have many years of service left. 

Industrial machinery shipped to Rus- 
sia originally cost $1,623,616,000, includ- 
ing complete factories, such as a tire 
plant, an aluminum rolling mill and sev- 
eral pipe-fabricating plants. Soviet fac- 
tories were equipped with $355,000,000 
worth of machine tools and $171,000,000 
worth of electrical generators from U. S. 

Transport planes received by the Rus- 
sians under Lend-Lease number 698. 
Moscow now is being asked how many 
still are serviceable. 

Ships are another major item. More 
than 90 cargo vessels and tankers, total- 
ing 600,000 gross tons, were transferred 
to Russia. They now comprise about one 
third of Russia’s merchant marine. 

U.S. legislation requires the Maritime 
Commission to realize about $500,000 
for each of the 36 Liberty ships now in 
the possession of the Russians, or to 
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Includes 698 transports, many still in use 


reclaim the vessels and condemn them 
to idleness with scores of others already 
anchored in “ghost” fleets. 

Under another law, some 50 older 

freighters and 9 tankers now in Russian 
hands must be sold under intricate pro- 
cedures involving preference for Ameri- 
can buyers and sealed bids, which may 
make Russian purchase very difficult. 
@ Military equipment shipped to Rus- 
sia, on the other hand, is to be written 
cft by the U.S. as a war cost. But, as in 
the case of Britain, the U.S. is asking 
Moscow for an inventory of all items 
still usable. 

Among the military supplies Russia is 
asked to account for are 3,926 bombers, 
9,767 fighter planes, 7,537 tanks, 105 
submarine chasers, 197 torpedo boats 
and $789,147,000 worth of ordnance and 
amsmunition. Much of this has been de- 
stroyed or used up in combat, but the 
U.S. wants to know what is left. 

The State Department has informed 
the Russians, as it has the British and 
French, that it does not intend to reclaim 
any of these items, most of which are 
obsolete. But legal title is to remain in 
American hands and disposal to third 
countries must have U. S. approval. 

@ How much Russia will be asked to 
pay depends in part upon whether cer- 
tain items, such as Army trucks, are 
classified as military or civilian in nature. 
Many military vehicles whose great con- 
sumption of gas would make commercial 
use impossible in the U. S. or Britain will 
be used in Russia’s civilian economy be- 
cause of a lack of alternative transporta- 
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tion. High depreciation must be allowed 
for rough wartime use. 

These factors make it difficult to esti- 
mate the current value of equipment now 
in Russia. The several formulas under 
study at the U.S. State Department vary 
us much as 200 to 300 per cent. The 
U.S., therefore, is prepared to negotiate 
on the basis of estimates submitted by the 
Russians, and Moscow has been asked tor 
an inventory of items and values. 

One major consideration is that the 
U.S. Surplus Property Act forbids the 
State Department from bringing back to 
the U.S. any items that would compete 
with goods being produced by American 
industry. 

Like the British and the French be- 
fore them, the Russians are expected to 
take advantage of these factors in obtain- 
ing the most favorable terms possible. 
Britain reported four fifths, or $20,500,- 
000,000, of her Lend-Lease supplies as 
used up during the war. Excluded from 
the calculations were all supplies still in 
the hands of British military forces, a to- 
tal of $4,705,055,562, including large 
quantities of food and vehicles. 

The British payment of $472,000,000 
for “unconsumed” Lend-Lease thus fig- 
ured out to 56 cents on the dollar. But 
the Mead Committee, which criticized 
the settlement, argued that the military 
items should not have been excluded and 
estimated that the U. S. actually had real- 
ized only 8% cents on the dollar. Russia 
now may ask similar treatment. 

As far as industrial machinery is con- 
cerned, the Russians are sure to ask for 
terms at least equal to those given the 
British. Britain settled up for machine 
tools separately from the over-all Lend- 
Lease agreement by paying $31,500,000, 
or 19 cents on the dollar. 

Another possibility is that the Russians, 
like the French, may claim that they are 
unable to supply the U.S. with an ac- 
curate inventory of their remaining Lend- 
Lease supplies. The French chose to set- 
tle on the basis of U.S. estimates and are 
to pay only $320,000,000 for cancella- 
tion of their $2,377,072,000 debt. 

@ Intangible benefits obtained from 
France and Britain are given by the 
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State Department as the reason for liberal 
terms. Both countries accepted U.S. 
proposals for the International Trade Or- 
ganization, agreed to reduce discrimina- 
tory commercial practices and took mem- 
bership in the World Bank and Fund. 
Russia, however, has not joined the trade 
organization conferences and does not 
belong to the Bank or Fund. 

The U.S. prefers co-operation in such 
organizations to monetary payment for 
Lend-Lease because she does not want to 
repeat the experience that followed World 
War I, when debts were so large that 
they obstructed trade and resulted in 
eventual default. 

The Russians, however, have been un- 
willing, so far, to lump these economic 
proposals, or even their request for a 
$1,000,000,000 loan from the U. S., with 
the settlement of Lend-Lease. They claim 
that their sacrifices in the war, which 
exceeded those of any other country in 
man power and wealth, entitle them to 
liberal terms without accepting U.S. 
postwar policies that may be detrimental 
to their planned economy. 

The U.S. has agreed to negotiate a 
Lend-Lease settlement with Russia sep- 
arately from these proposals. But the 
State Department argues that it is giving 
adequate weight to Russia’s war sacri- 
fices by writing off all military Lend- 
Lease. As a result, long months of hard 
bargaining probably will ensue before the 
U.S. can close its Lend-Lease books. 
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EUROPE’S MUNITIONS MAKERS BID 
FOR MARKETS IN LATIN AMERICA 


Sweden’s sale of guns to Argentina 
and Vickers’ offer of weapons stir 
fear of arms race and war threats 


Reported from LONDON, 
BUENOS AIRES and WASHINGTON 


Europe now is going after the 
munitions market in Latin America. 

Arms from Sweden are beginning 
to flow to Argentina. Munitions salesmen 
from Great Britain are offering their wares 
elsewhere in Latin America. Other Euro- 
pean interests are expected to try to re- 
establish markets there, and Russia may 
get into the game. 

The United States Government sees in 
this development the possibilities of arms 
races, wars and the return of European 
military influence to the Western Hemi- 
sphere. The U.S. is trying to hold the 
line by selling small amounts of surplus 
equipment to Latin America. And makers 
of U.S. policy are hoping that the next 
Congress will enact the Inter-Ameriéan 
Military Co-operation Bill, which, they 
believe, will discourage arms races. 

@ First supplies of purely military 
equipment for Latin America are coming 
from Sweden. 

“The Swedish Bofors Company is man- 
ufacturing cartridge cases and its famous 
40-millimeter antiaircraft guns for the 
Argentine Navy,” Bernard S. Redmont, 
staff correspondent of World Report, 
cables from Buenos Aires. “The total 
order amounts to $250,000 and deliveries 
are understood to be under way. 

“In addition, the Argentines and the 
Swedes are discussing the possibility of 
constructing a Bofors plant in Argentina. 
There also have been reports of Bofors 
sales to Bolivia, but these have not been 
confirmed.” 

Sweden is a party to an agreement with 
the U.S., the United Kingdom and Can- 
ada, under which all pledged themselves 
not to sell arms to Argentina until her 
status in relation to her inter-American 
obligations is clarified. Sweden, answering 
U.S. protests, defends the Bofors deliv- 
eries on the grounds that the deal was 
made four years ago and that Argentina 
threatened suit unless the contract was 
carried out. 
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The British Government is selling sur- 
pluses of military goods in Latin America. 
E. J. Drechsel, staff correspondent of 
World Report in London, cables that Brit- 
ish sales of such equipment throughout 
the world in the first seven months of 
1946 were valued at $55,000,000. The 
British Government declines to state ex- 
actly how much of this material is going 
to Latin America. 

Air attaches of British missions in Latin 
America are active in soliciting sales of 
surplus aircraft. Argentina has bought pri- 
mary trainers and transport planes from 
the United Kingdom. The British defend 
the sales to Argentina on the ground that 
the planes are not combat types and 
therefore are not strictly military. 

Commercial interests from Britain now 
are becoming active. Salesmen for Vickers 
are offering new arms for sale in several 
Latin countries. 

Other old hands at the business, who 
supplied Latin-American armed forces 
with much of the equipment they now 
possess, are expected back in the field 
as soon as they can deliver the goods, for 
all need exchange. 

Skoda, of Czechoslovakia, may offer 
weapons again after domestic require- 
ments for farm and industrial machinery 
are filled. France, Italy and Belgium 
found the arms trade profitable before the 
war and may return to it when they can. 

A military and naval mission of the 
Argentine Government has just arrived in 
Spain, also a former source of arms for 
Latin America, reportedly to buy equip- 
ment. 

Germany, whose Krupp cannon prob- 
ably are more numerous in Latin America 
than those of any other manufacture, will 
not be permitted to make armaments. But 
captured German arms may find their 
way into commercial channels. 

Russia now is concentrating her arms 
production on equipment for her own use. 
When these orders are filled and reserve 


stocks are built up, she may turn to the 
Latin-American market. She already is 
attempting to build up trade with Latin- 
American countries; she finds there many 
items that she wants to buy, but she can 
offer little in return that interests the 
Latins. She may add arms to her list of 
goods available for export. 

@ Uncontrolled sales by Europeans 
would open the way to arms races and 
would aggravate old fears and suspicions, 
thus encouraging wars. 

Argentina is concerned because much 
of her military equipment is old. She is 
apprehensive over the modern equipment 
received by her big neighbor, Brazil, 
under U.S. Lend-Lease. 

Chile is worried over the possibility 
that Argentina’s building of barracks 
along their joint boundary is a sign of 
aggressive plans. Bolivia and Pert still 
resent their loss of valuable territory to 
Chile late in the 19th century, and Bolivia 
recalls vividly Paraguay’s seizure of lands 
in the Chaco War. Ecuador and Colombia 
suspect Pert of aggressive intentions. 

A large increase in the arms of one of 

these countries would produce an attempt 
by its potential opponent to equal or 
exceed that increase. The resulting com- 
petition not only would heighten the pos- 
sibility of war but also would impose 
financial burdens that none of these 
countries, except possibly Argentina, 
could bear without hardship. 
‘@ Another cause of worry to the U.S. 
is the possibility that training missions 
would follow European arms into Latin 
America. 

Naval missions from England and air 
and ground missions from Germany, 
Italy, Spain and France trained the armed 
forces of South America before the war. 
These missions taught European ideolo- 
gies as well as military methods. Thus, 
the prewar armies of many South Ameri- 
can countries came to revere the National 
Socialism of Germany and the Fascism of 
Italy and to consider democracy inferior. 

Promising officers from South America 
were given free tours and advanced in- 
struction in Europe, and they returned 
full of admiration for European armies 
and governments. These beliefs filtered 
from the military through the civilian 
population. 

European missions now are out of 











South America. In their places are mis- 
sions or staff consultants from the U. S. 
These U.S. officers, in addition to their 
military activities, spread the U.S. doc- 
trine that the duty of the armed forces is 
to support a civilian administration rather 
than to control it. 

@| The best preventive of arms races in 
Latin America, in the opinion of U.S. 
officials, would be world-wide limitation 
of armaments. But the present state of 
international relations is such that they 
can see no hope that production will be 
held down now. 

The next best preventive would be an 
agreement among the American nations 
to limit armaments. Such an agreement 
conceivably may come out of the Rio de 
Janeiro Conference on defense of the 
Hemisphere, but it is considered unlikely. 

The most practicable plan at this time, 
in the opinion of the makers of U.S. 
policy, is embodied in the Inter-American 
Military Co-operation Bill. 

Under this plan, the U. S. Government 
would sell military equipment at reduced 
prices to the other American Republics. 
Cemplete equipment for whole units— 
battalions, regiments or divisions—would 
be furnished. Some of these items could 
be provided out of surplus. In partial pay- 
ment, the U.S. would accept stocks of 
European equipment now owned by the 
Latin-American Governments. 

The number and size of units to be 
equipped would vary according to the 
needs of each country to assure internal 
security and to furnish a force capable of 
acting with units from the other American 
Republics in defense of the Hemisphere. 

U. S. missions would be continued, and 
selected officers and cadets from Latin 
America would take advanced training in 
U.S. schools. 

The principal objectors to this plan are 
Communists and Communist-front groups, 
both in the U.S. and in Latin America. 
The Moscow radio also condemns it as 
a device of “Yankee Imperialism” de- 
signed to make Latin America subservient 
to the U. S. 

Some other groups oppose the plan on 
the ground that it would help dictators to 
remain in power. 

Advocates reply that the plan would 
discourage armament increases, because 
it would substitute U.S. equipment for 
arms already in Latin America. They say 
it would tend to make U.S. equipment 
standard and thus would make it pos- 
sible to limit supplies of ammunition 
and parts to an aggressor. In practice, 
arms would be denied to dictators. 

The bill had passed the Senate and was 
pending in the House when the 79th U. S. 
Congress adjourned. Prospects are that 
it will be introduced at the next session. 

hether the bill will-pass is uncertain. 
But U.S. leaders fear that, unless this 
plan goes into effect soon, armament 
races and European military influence 
will return to Latin Afnerica. 








—Saternstienel 
Will training missions follow European arms into Latin America? 
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JAPANESE COMMUNISTS SWITCH 
TACTICS TO GAIN MORE POWER 


Party backs down in its opposition 
to Emperor and advocates continued 
occupation, but its goals are the same 


Reported from 
TOK YO 


A shift in tactics now is to be tried 
by Japan’s Communists. 

Party members, numerically weak, 
are backing down on their opposition to 
the Emperor, despite Moscow’s demands 
for his removal. The Communists openly 
advocate continued occupation of the 
former enemy country, even though the 
occupation is directed by U. S. policies 
hostile to their party. 

Back of the changing strategy, 
however, is the immediate objective of 
overthrowing the present Government, 
which the U. S. supports, and the long- 
range purpose of swinging the bewil- 
dered Japanese public away from their 
natural conservatism. The Communists 
are keeping Japan stirred up and present 
a growing dilemma to occupation au- 
thorities. 

The new policy is designed to unseat 
Premier Yoshida’s Cabinet and install in 








its place a left-wing government. The 
Communists want to complete their con- 
version of Japan before the American 
forces are withdrawn, otherwise they 
may be suppressed again by the Japa- 
nese conservatives who now are in con- 
trol of the Government. 

“American officials find,” says Joseph 
Fromm, staff correspondent of World Re- 
port, in Tokyo, in a wireless dispatch, 
“that the Communists surpass all other 
parties in crusading for democratic re- 
forms. Still, military men in the top 
echelons here candidly state that they 
are determined to erect in Japan an 
Anglo-American bulwark against Russia 
and communism. These military officials 
express the conviction that war with 
Russia is either probable or inevitable.” 
@ Reforms sacrificed. Occupation author- 
ities frequently find it expedient to aban- 
don or temper democratic policies in an 
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LESE MAJESTY IN A COMMUNIST JOURNAL 
The brains of the party recognized that the Emperor question was political dynamite 
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effort to fortify Japan’s ultraconserva- 
tives, whom they consider the best guar- 
antee against a communistic Japan. A few 
examples are: 

Economic purge, to eliminate war col- 
laborators from Japanese industry and 
finance has been canceled twice because 
occupation officials feared it would create 
instability from which the Communists 
would benefit. 

Retention of the Emperor, though 
stripped of his powers, is being actively 
encouraged as another barrier against 


radical tendencies. Occupation policies 


now are designed to popularize and hu- 
manize Hirohito among the Japanese 
people. , 

Labor unions in recent months have 
come under increasing pressure because 
of suspicions among occupation officers 
that the unions are being influenced un- 
duly by Communists. U.S. officials re- 
cently warned the left-wing Council of 
Industrial Unions to stay out of politics. 

Newspapers have been ordered to 
modify editorial policies, which in many 
cases had veered sharply to the left. The 
influence of a workers’ union on one of 
Tokyo's largest papers was broken by 
intervention of U.S. authorities. Union 
representatives were ousted from the edi- 
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TOKYO SCENE: RIGHT... 


A protest parade against’ Russian activities 


torial committee and the paper’s policy 
shifted from left to right in 24 hours. 

A left-wing coalition in the Japanese 
Diet, with Communist participation, was 
prevented largely by the warning of 
George Atcheson, Jr., political adviser to 
General MacArthur, that the United 
States doesn’t favor communism in either 
the U.S. or Japan. 

@ Russian support of the Japanese Com- 

munists is one of Tokyo's favorite topics 
of speculation, but U.S. officials have 
found no evidence of Soviet aid, finan- 
cial or otherwise. Members of the Rus- 
sian mission in Japan seem to go out of 
their way to avoid contact with local 
Communists. 

The Russians do go to considerable 
lengths to disseminate Soviet propaganda 
in Japan. The Moscow radio beams a 
steady barrage of broadcasts to the Japa- 
nese and the Russian news agency, Tass, 
makes its service available to Japanese 
papers at little, if any, cost. 

A new magazine, extolling the virtues 

of Soviet Russia, has appeared on Tokyo 
newsstands. It is sponsored by the Japa- 
nese Research Association and Japanese- 
Soviet Cultural Liaison Association. 
@ Communist strategy now is dictated 
less by dogma than by realistic politics. 
The leaders say Japan must go through 
a period of democratic capitalism, fol- 
lowed by increased socialization, before 
she can embark on communism. 

Immediate aims generally coincide 
with those of the Social Democratic Party, 
which is numerically more powerful. 
Communist leaders are showing more 
willingness to back down on radical doc- 
trines, but this does not mean they have 
abandoned them. 

Initial objective of the Communists 
is to defeat the existing Government. 
Party leaders maintain that democratiza- 
tion of Janan cannot materialize under 
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the Yoshida Cabinet. As a result, they 
oppose virtually every reform bill the 
Government introduces, including meas- 
ures supported by U.S. occupation au- 
thorities. 

The Communists want a program of 
land reform more drastic than the one 
now under consideration. They constant- 
ly attack the industrial interests and at 
present are backing a move for a gen- 
eral strike that they hope will cause such 
a crisis that the Yoshida Cabinet will fall. 

Mass demonstrations were a favorite 

weapon of the Japanese Communists until 
General MacArthur stepped in. In their 
biggest performance, the Communists 
were largely instrumental in massing 
500,000 persons for a display of strength 
in Tokyo. 
@ Top triumvirate of Japan’s Commu- 
nist Party comprises three of its founders. 
Aside from these men, the leadership 
generally is weak. The party has a po- 
litical bureau of 10 men who determine 
policy. All 10 have served prison sen- 
tences, ranging from 4 to 18 years, im- 
posed by Japan’s militarists to smash 
the party. 

Brains of the party is Sanzo Nozaka, 
former leader of the Japanese Emancipa- 
tion League in Communist China. He is 
one of Japan’s shrewdest politicians. 
Nozaka recognized that the Emperor 
question was political dynamite. As a re- 
sult, since returning from his long exile 
in China and Russia, he has been advo- 
cating a plebiscite to allow the people to 
decide for themselves whether they want 
to retain Hirohito. 

Powerhouse of the Communists is 
Kyuichi Tokuda, general secretary of the 
party, who was imprisoned in 1927 and 
remained there until General MacArthur 
freed Japan’s political prisoners. 

Tokuda is a natural leader with an 
ability to excite his listeners. After 18 
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Diet victory rally staged for Tokuda (center) 


years in prison, however, he has lost 
touch not only with party policies but 
also with the temper of the people. In 
consequence, he has committed tactical 
errors that have hurt the party. 

Mediator of the party is Yoshio Shiga, 

who concentrates on settling the frequent 
differences between Tokuda and Nozaka. 
Like Nozaka, he is quiet and thoughtful 
and commands wide respect inside and 
outside the party. 
@ Eventual success, Japan’s Communists 
admit, depends on more than the sup- 
port of student groups, who now are 
confused and bewildered, and of laborers 
who have long been exploited by Em- 
pire-minded industrialists. They must 
win over the masses, but here again the 
obstacles are great. 

For two decades the conservative 
peasants have been subjected to anti- 
Russian propaganda. Hence, Russia's at- 
tack on Japan in the last days of the war 
is considered a stab in the back because 
Tokyo had a nonaggression pact with 
Moscow. The general public is further 
embittered by Russia’s failure to release, 
or even to supply information about, the 
estimated 500,000 Japanese soldiers who 
surrendered to Russian troops more than 
a year ago in Manchuria. Most important, 
the peasants are not receptive to radical 
changes because they are the one group 
in Japan enjoying comparative prosperity. 

In the final analysis, the actual in- 
fluence of the Communists, as compared 
with that of other parties, is relatively 
slight. They are being blocked at every 
turn, both by U.S. occupation authori- 
ties and by their old enemies, the Japa- 
nese conservatives. So the Communists 
are concentrating their ambitions on the 
distant future, when, they hope, empty 
stomachs may cause the peasants to for- 
get their inherent distrust of the Rus- 
sians and of radical ideologies. 
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STRIKE TOLL IN BRITAIN, U. 4. 


United Kingdom Escapes Major Walkouts Such as Those that 
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Great Britain now is getting a sample of labor 
troubles such as those that stalled industry in the 
U.S. during the first year of peace. British off- 
cials are worried about absenteeism, wildcat 
strikes and other interruptions that have dis- 
rupted a host of services in recent weeks. The 
Worldgraph, picturing the working days lost 
through strikes in both countries since 1927, 
shows, however, that the big strikes that ham- 
pered U.S. production during the first part of 
this year came at a time when the United King- 
dom was in one of its most stable periods of 
labor-management relations. For the first six 


months of 1946, strikes in the U.S., which 
33,092,000 industrial workers, accounted for fe 
loss of 85,500,000 man-days of work, the high 
in history. During the same period, Great Brita, 
with 11,345,000 people employed in industry, 
1,166,000 man-days of labor, but little of thisy 
in basic industries. The absence in England} 
industry-wide walkouts, such as those that clog 
down steel, coal and automobile production} 
the U.S., has been one of the most import 
factors enabling Britain this year to get a sf 
stantial volume of her goods into world maritts 
ahead of competitors. 
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(The ability of the British Empire 
to survive is being discussed more 
and more. There is talk of the Em- 
pire “going out of business.” Britain’s 
ability to hold the Empire together 
is being questioned because of the 
rising nationalism, political conscious- 
ness and unrest that are stirring so 
many native peoples. 

(WORLD REPORT herewith pre- 
sents an analysis both of the present 
state of the Empire and the latest in- 
dications of its shape in the future.) 


HE BRITISH EMPIRE is confronted 
A sre again with a grave challenge, 
perhaps the most momentous in its long 
career. There have been challenges in 
the past, but admittedly the Empire has 
never had to face a problem so immedi- 
ate, so complex and so unpredictable 
as that now thrust upon it. 

All nations have a major stake in the 
solution of that problem. Disintegra- 
tion of the Empire would create power 
vacuums all over the world, with an in- 
calculable effect on the future of inter- 
national relations. Maintenance of the 
status quo probably would mean a con- 
tinuance of disturbing uncertainties, for 
the spirit of nationalism runs high in 
subject countries. The third possibility 
is the successful evolution of the Empire 
to a complete new status that would 
preserve its old strength while elimi- 
nating its old weaknesses and _in- 
equities. 

There is an unprecedented wealth 
of history behind the present problem. 

For more than three centuries, the 
British Empire has been a dominant 
force in world affairs. During that long 
span, other great empires have waxed 
and waned. Some have disappeared en- 
tirely. But the British Empire has 
known almost unchecked expansion. 

The Russian “Empire” is the only 
other political entity in the world that 
has had such vast growth in the same 
period, but comparison ends there. Rus- 
sian expansion was Over a convenient 
land mass. The British was a colonial 
expansion that reached into all parts 
of the world. 

It is difficult to fix any exact date for 
the beginning of the British Empire. 
Some historians select 1588, the year 


of the rout of the Invincible Armada 
that Spain sent against England. They 
hold that this victory established Brit- 
ish sea power, and it was this sea power 
that made possible the Empire unique 
in world annals. 

The actual growth of the Empire 
was largely unplanned and haphazard. 
Some lands were acquired by settle- 
ment, some by conquest, some by ces- 
sion from other nations and some be- 
cause they placed themselves under 
British protection. 

But the Empire grew until today it 
encompasses 563,000,000 people and 
16,000,000 square miles of earth. These 
peoples represent a myriad of races, 
creeds and cultures. The major political 
divisions in which they live number 
more than 80. The governments they 
know range from the sovereign parlia- 
ments in the United Kingdom and the 
Dominions to the tribal chiefs and 
primitive councils of Equatorial Africa. 

This is the vast structure to which 
Winston Churchill referred in 1942 
when he proclaimed: “I have not be- 
come the King’s First Minister to pre- 
side over the liquidation of the British 
Empire.” 

But this is the structure now being 
subjected to strains, pressures and fer- 
ments that threaten to impair its 
solidity. 


THE EMPIRE TODAY 


Considerable misunderstanding pre- 
vails about the present composition of 
the British Empire, or, to be more 
exact, the British Commonwealth and 
Empire. The Empire, strictly speaking, 
is only partly “empire” because some of 
its major components have become 
sovereign nations, free to continue in 
the imperial association or depart from 
it, as they choose. 

The nucleus of the Empire is the 
United Kingdom of Great Britain and 
Northern Ireland; the Dominions of 
Canada, Australia, New Zealand and 
the Union of South Africa, all nations 
independent of London; and Eire, a 
state governing itself under a constitu- 
tion of its own creation. 

The next grouping is the Indian Em- 
pire and Burma. India now is approach- 
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ing the test of self-government, and Mr. 
Churchill is much afraid that she will 
decide against remaining in the Com- 
monwealth once she is completely free 
to do otherwise, and thus may fall prey 
to Russian designs. 

Then there are the colonies and pro- 
tectorates, all with representative gov- 
ernment in varying degrees according 
to their political advancement. 

After the colonies come the Man- 
dated Territories, composed of former 
possessions of Germany and Turkey, 
and administered under conditions laid 
down by the League of Nations after 
World War I. 

Lastly, there are the territories under 
condominium—the New Hebrides, ruled 
jointly with France; and the Sudan, 
ruled jointly with Egypt. 

The most noteworthy feature of this 
Empire structure is the relationship that 
exists between the Mother Country and 
the Commonwealth nations. It is a free 
association, which could be dissolved 
unilaterally at any time. The only con- 
necting link is a common tradition of 
freedom, a common citizenship and a 
common King and Crown. 

There was a blunt demonstration of 
the independence that exists when Eire 
decided to remain neutral in World War 
II. South Africa’s Premier also recom- 
mended the same course in 1939, but 
the Assembly of South Africa rejected 
it. 

Manifestations of the freedom of 
choice have not been confined to such 
great occasions. Commonwealth nations 
have not hesitated to enact tariff and 
immigration regulations unfavorable to 
the United Kingdom, or to trade in 
other markets when Britain would have 
welcomed their business. 

This is an aspect of Empire that has 
developed in three decades, and in it 
the Empire places much hope, for the 
Commonwealth system is the first world 
organization of sovereign states founded 
on the principle of consent. Prior to 
emergence of this system, compulsion 
was the only known cement for keep- 
ing empires together. Freedom had 
existed only when confined to single 
political entities—some small, like the 
city-states of ancient Greece, others 
large, like the U. S. 
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Plans for New Form of Commonwealth 
Emerge To Combat Liquidation Trend 


However, the Commonwealth nations 
are not the pressure points that consti- 
tute a threat to the Empire’s future. 
Those points lie elsewhere. . 

They are in the Middle East, from 
which Britain is partially withdrawing 
in tacit admission that the Empire’s life 
line through the Mediterranean and the 
Suez Canal would be indefensible mili- 
tarily in another war. 

They are in Africa, where symptoms 
of dissatisfaction are cropping up among 
educated native leaders in the old 
colonies. 

In the Far East, there is the uncer- 
tainty over the future course a free 
India will take and the effects of the 
nascent nationalism of Southeast Asia 
on Burma and Malaya. 

Besides all this, the ground the Em- 
pire has lost economically and politically 
as the result of two exhausting wars in 
a generation, must be reckoned. 


LABOR’S REMEDY 


The present Labor Government of 
Great Britain is keenly alive to the situa- 
tion that besets the Empire. And, just 
as the Labor Government hopes to 
solve Britain’s economic woes with long- 
range planning, it counts on working out 
the present problems of Empire by the 
same method. 

The goal, simply stated, is to merge 
the Colonial Empire gradually into the 
British Commonwealth of Nations as a 
free association of world states. 

Political opponents have imputed to 
the Labor Government a misguided ap- 
proach to the entire Empire problem. 

However, Foreign Secretary Ernest 
Bevin, speaking a few months ago, 
sounded very much like Mr. Churchill 
four years earlier. | 

“I am not prepared to sacrifice the 
British Empire,” Bevin declared. “If the 
British Empire fell, the greatest collec- 
tion of free nations would go into the 
limbo of the past. Therefore, I say, give 
us a chance to carry the evolution of 
free nations and the growth of inde- 
pendence still further.” 

With the aim of implementing its pro- 
gram and easing tensions where they 
exist, the Labor Government already 
has instituted constitutional reforms in 
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some of the colonies. Steps also are 
being taken to improve economic con- 
ditions, educational facilities and health 
services. Such measures are part of the 
master plan to facilitate the advance of 
the native peoples in representative gov- 
ernment until they have shown them- 
selves ready for independence. 

Transforming a Colonial Empire into 
a Commonwealth of Nations, however, 
is easier said than done. 

Self-government in a modern world 
is expensive, and not all colonies are 
ec momically sound enough to attempt it. 
Financial difficulties in the 1930s, for 
example, forced no less a member of 
the Empire than Newfoundland to re- 
linquish its status as an independent 
Dominion. 

The British Government is exploring 
the possibilities of regional associaticns 
of colonies to meet the economic prob- 
lems, but only in some parts of the 
world do they offer hope of an answer. 

The objectives of the over-all program 
plainly will take considerable time to 
realize, even in part. However, the 
Labor Government believes it is pursu- 
ing a policy that ultimately will lead 
colonial peoples to come to the con- 
clusion that their best opportunity for 
the future lies with the British associ- 
ation of nations. 

Thus the Government, far from sur- 
rendering Empire, is seeking simply to 
adapt it to a world situation that has 
been created by rising nationalism, po- 
litical consciousness and an altered mil- 
itary strategy. 

The question inevitably arises wheth- 
er the action has been instituted in 
time, and, if so, whether it will accom- 
plish its end of preserving the imperial 
framework, however altered. 

The course of the British Empire has 
been one to confound prophets. It has 
been marked by recurrent crises, some 
of surpassing peril. Yet somehow the 
Empire always has managed to survive 
and go on to new chapters of world 
history 

The current speculation that the Em- 
pire may be due for a reduction in size 
duplicates talk heard often in the past. 
And not all of it originated with Empire 
foes or critics. As long ago as 1830, 
there was serious discussion even in 
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Britain of the advisability of reducing 
the number of colonies. 

If reduction is to come now, the most 
likely parts of the Empire to be affected 
first are the Mandated Territories and 
the Protectorates. However, for the 
Mandates, Britain intends to seek ad- 
ministrative supervision if they pass to 
U. N. trusteeship. With the Protec- 
torates, Britain’s idea is to forge bonds 
of amity and reliance before withdraw- 
ing, so that she can count on friendship 
in any future test. 


RIDDLE OF INDIA 


What India may do when the time 
for decision comes is a riddle, and 
India’s secession from the Common- 
wealth would be a great blow. How- 
ever, there is a large school of thought 
that holds India will choose to remain. 
Persons adhering to this theory argue 
that India is well aware that she 
achieved her present state of political 
advancement under British rule. They 
concede that India has been the scene 
of some of the worst blunders of Em- 
pire management. But, they point out, 
the same holds true of Eire, and Eire 
did not cut loose completely from the 
Commonwealth. 

As for the numerous other members 
of the Empire system, present indica- 
tions are against any large-scale defec- 
tions. The four big Dominions will stand 
firm by choice; and a combination of 
choice and economic necessity probably 
will influence the lesser partners of 
Empire to stay within the fold. 

Much as nationalism and _ political 
consciousness has been stressing self- 
government and sovereignty, interna- 
tional events today show that the pres- 
sure for larger unity is not less, but 
greater, than ever. This is plain from 
the purely regional groupings for pur- 
poses of trade, welfare and the like, 
to the world association in the U. N. 

It would appear, then, that the 
liquidation of the British Empire is not 
an immediate likelihood. Its present 
condition seems rather to represent 
another phase in its long process of 
evolution. 

The final form of Commonwealth and 
Empire is for the future to disclose. De- 
spite the numerous mistakes and 
blunders that Empire history has re- 
corded since Queen Elizabeth’s day, 
the British have shown political genius 
in working out solutions to imperial 
problems. There is no evidence yet that 


this skill has been lost. 
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POLITICS HOLDS UP 
WORLD BANK LOANS 


Governors are hampered in their 
work by troubles abroad between 
the U. S. and nations in Soviet orbit 


Political troubles between the 
U.S. and nations dominated by Russia 
are stalling the lending program of the 
new World Bank. 

Behind the recent decision of the 
Bank’s Governors not to grant relief 
loans is the influence of U. S. experience 
with the United Nations Relief and Re- 
habilitation Administration. Because of 
its international character, UNRRA aid 
from America continued to reach Yugo- 
slavia even at the height of Marshal 
Tito’s differences with the U. S. American 
officials want to avoid the possibility of 
similar situations arising out of the op- 
erations of the $8,000,000,000 Bank. 

The next U.S. Congress probably will 

be asked to appropriate “direct aid” for 
Greece, Italy and Austria to fill the gap 
soon to be left by the termination of 
UNRRA activities. But Poland, Yugo- 
slavia, Czechoslovakia and other East- 
ern European countries are considered 
capable of getting along on their own, 
plus only private relief from the U.S. 
and elsewhere. If they go to the World 
Bank for help, they must present produc- 
tive projects for reconstruction rather 
than appeals for immediate relief. 
@ U.S. position in the Bank is domi- 
nant, even though, like UNRRA, the 
Bank is an international institution. De- 
spite the major contribution made to the 
relief administration by the U.S., its 
voice was little stronger than others in 
UNRRA councils. In the Bank, however, 
more than 35 per cent of the voting pow- 
er-is held by the U.S., roughly equal to 
the size of its capital subscription. More- 
over, Bank rules require approval of a 
proposed loan by the member whose cur- 
rency is requested. And present demand 
appears to be entirely for dollars. 

This means that in the early phases of 
the Bank’s operation, at least, the real 
decision on who gets what will be made 
in the U.S. Treasury. Such decisions in- 
evitably will be influenced by U.S. in- 
ternational policy. 
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Other factors limiting a quick start by 
the Bank are the time required for long- 
range planning by borrowers and uncer- 
iainty as to how much of the Bank’s ob- 
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ligations will be absorbed initially by the ~ 
capital market in the U.S. Prospective — 
borrowers are slow to prepare detailed 
applications until they are satisfied the 
Bank will be able to fulfill their requests. 

In New York, commercial banks and 

investment houses are concerned that 
the U.S. Treasury might press them to 
underwrite bonds of the Bank in favor 
of governments that have defaulted in the 
past and may be in danger of defaulting 
in the future. Some bankers also feel that 
issuance of bonds of other countries now 
would add to inflation by creating new 
purchasing power without increasing the 
supply of goods. 
@ First loan from the World Bank 
probably will go to France, which has 
announced an intention to apply for 
$500,000,000 for reconstruction purposes 
and is well along in the paper work show- 
ing precisely how the funds will be used 
and the prospects for repayment. The 
Netherlands also should have little 
trouble in getting help to meet temporary 
deficits in international trade. 

Poland, on the other hand, may not 
have such smooth sailing with her plea 
for $600,000,000 over a three-year period. 
She probably will suffer because of her 
experience with the .U.S. Government 
this summer, when a $40,000,000 credit 
through the Export-Import Bank was held 
up until Poland disclosed the nature of 
trade pacts with neighboring countries. 

There is a possibility that Czechoslo- 

vakia, too, will be somewhat on the de- 
fensive when she makes an expected 
application for $350,000,000. Denmark 
is expected to request $50,000,000 and 
Chile $40,000,000. 
@ Outlook for the Bank’s operations in 
its early years is blurred by uncertainties. 
The accompanying chart, however, gives 
a consensus of estimates by experts inside 
and outside the Bank as to the probable 
pace of lending. 

The chart relates to disbursements for 
payment of goods actually delivered to 
the borrowers rather than the formal sign- 
ing of agreements to make loans at some 
time in the future. Experience of the Ex- 
port-Import Bank has shown a lag of from 
6 to 12 months in the drawing down of 
credits by loan beneficiaries. 

By the time the World Bank reaches its 
lending peak, it may well have additional 
members and therefore more capital to 
back its loans. As of now, the Bank is 
officially open for business but is likely to 
move slowly toward the lofty missions in 
world finance set for it at Bretton Woods. 
Sponsors of the Bank are finding, as others 
have before them, that it is difficult to 
separate international economics from in- 
ternational politics. 
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TRIESTE: CITY OF DANGER 


ne CLENCHED in the Communist salute 
explain why Trieste is today the most dan- 
gerous city in Europe. 

After a long history as the chief port of the 
Hapsburg Empire, Trieste became Italian ter- 
ritory in 1919. Mussolini’s Fascists kept up the 
port as best they could, but growing nationalism 
in Central Europe reduced its importance. Yugo- 
slavs never were reconciled to Italian rule over 
their Slovene brothers in the city and in sur- 
rounding Venezia Giulia Province. When Hitler’s 
armies collapsed in May 1945, Marshal Tito 
rushed Yugoslav Partisans into the city. The 
Allied High Command, however, persuaded the 
Yugoslavs to retire to a demarcation line, and 
U. S. and British troops now hold the city in trust. 


The city is important because its port is the best 
outlet for trade of Central Europe. Its extensive 
shipyards can build the largest merchant ships 
afluat. Trieste is highly industrialized, is famed 
as an insurance center. Now it has become a 
symbol of rivalry between Russia and the coun- 
tries of the West. 

Tito has told his people Yugoslavs must have 
Trieste. Italian leaders are pledged to prevent 
this. Russian support for Yugoslavia and U. S.- 
British support for Italy has turned the dispute 
into a major crisis. Now a French compromise that 
would internationalize the city and its vicinity 
goes to the United Nations, but neither Yugo- 
slavia nor Italy is satisfied. Trieste still is a city 
of danger. 








—Keystone 
THE 500,000 Italians and Slavs who live in Trieste are the human element 
of an international issue involving all peace-loving countries. Knowing that 
their fate depends on outside forces, they listen eagerly to news from Paris. 
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ITALIANS dominate the city’s population; the hinterland is largely Slav. Both VIOLENCE is the hallmark of politics 
nationalities lived amicably together uatil World War I, linked by a common in Trieste. Yugoslavs are more skilled 
dislike for their Hapsburg rulers. Now they split, mainly along national lines. at organizing mass demonstrations, 
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a —Press Association 
f Venezia Giulia, BRITISH TROOPS on guard in the key 


TWO ZONES, lettered A and B, comprise the disputed Province o 
where Trieste lies. Under a 1945 agreement, Yugoslavs occupy Zone B, U.S. and city symbolize the fact that Britain, as 
British troops jointly guard Zone A. U.S. is represented by the 88th Division. well as the United States, is respon- 
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draw on peasants in outlying areas to impress the Peace Conference, though local leaders admit privately that parades, 
swell their ranks in Trieste. Both fac- slogans and banners had little effect on Paris deliberations. Mass meetings, 


tions staged displays in an effort to however, do influence actions of Trieste citizens. Police often intervene. 
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sible for making sure that the turbulent _YUGOSLAVS maintain strong forces in their zone and on home territory. No one 
local population and nearby Yugo- doubts they could overpower small U. S.-British garrisons. Agreement between 


slavia and Italy respect Allied decisions. Tito and Allies allows Yugoslavs to keep a detachment in the U. S.-British zone. 
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UNRRA’S relief supplies for Yugoslavia and Austria now 
are the chief traffic moving through Trieste. Under new com- 
promise, all but one railroad would pass through Yugoslavia. 
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MORGAN LINE, few miles east of Trieste, divides zones. 
Local citizens can move across the line, but U. S.-British and 
Yugoslav troops patrol it closely, have little contact. Shooting 
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OTHER PORTS at head of Adriatic already have been con- 
ceded to Yugoslavia. Refugees fleeing Pola and other Istrian 
towns emphasize Italian fear of coming under Slavic rule. 
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incidents, some costing lives, have occurred, but none has 


created a crisis. Major incident involving the United States 
was shooting down of U.S. transport plane by Yugoslavs. 
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NAVAL IMPORTANCE of Trieste, both to Slavic states 


and to Western powers, is emphasized by visits of British 
and U.S. warships, like the cruiser U.S.S. Fargo shown 
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during a recent call. Trieste is the best port on the Adriatic 


Sea, is the center of a shipbuilding industry with a poten- 
tial output exceeding the capacity of all Russia’s shipyards. 
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HARBOR of Trieste, seen in air view looking northeast, used Mussolini, the port never regained previous prosperity; now 


to be the main port for the Austro-Hungarian Empire, a_ it lives on charity. Yugoslavs say they will boycott Trieste 
channel for exports and imports of the Danube Basin. Under when it is internationalized, send their trade elsewhere. 
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Acm gt News —French Press and Information 
EDWARD KARDELJ, Tito’s spokes- ALCIDE DE GASPERI, Italian Pree GEORGES BIDAULT, French Premier, 


‘man at Peace Conference, vows Yugo- mier, dislikes Trieste settlement, but devised compromise plan approved by 
Slavs will not sign the peace treaty. says he will put it to an Assembly vote. Big Four tointernationalize Trieste area. 
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Tl THE SMASHING VICTORY of 
the Labor Party swept Winston 
Churchill from office as Prime Minister 
of Great Britain 15 months ago, the politi- 
cal sages of the Empire said the defeat 
signaled the end of his active career. 

“It will break him,” the experts pre- 
dicted. “No man can fall from such 
heights and survive. He will grow morose 
and dispirited.” 

But nothing like that has come to pass. 

Churchill is very much the leader of 
His Majesty’s Loyal Opposition in Par- 
liament and a power in British politics. 
His voice still commands world attention 
when he speaks out on international 
affairs. And the throngs that have hailed 
him during his travels on two continents 
have seen anything but a dispirited 
loser. 
@ International affairs are as absorbing 
a subject as ever to Churchill, and he has 
not hesitated to hold forth on the prob- 
lems of the peace with all his oratorical 
skill. 

Churchill’s pronouncements since he 
ceased being Prime Minister have been 
stressing three major themes: The dan- 
gers he sees in the program that Russia 
and Communism are pursuing; the need 
for creating a United States of Europe to 
rehabilitate the Old World, and the im- 
portance of continuing close association 
between Great Britain and the U. S. 

Churchill stirred up-an international 
storm with his “Iron Curtain” speech at 
Fulton, Mo., last March. The criticism of 
Russia in the address was so sharp that 





—Max Kettel 


“GOOD OLD WINNIE” 
Complete with V-sign and cigar 
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CHURCHILL: 


Marshal Stalin granted one of his rare 
interviews to denounce Churchill as a 
“warmonger and to accuse him of 
preaching world domination by the Eng- 
lish-speaking peoples. Churchill’s speech 
was laden with diplomatic embarrassment 
for both the U.S. and British govern- 
ments, and great pains were taken to 
stress that he had spoken as an unspon- 
sored individual. 

The tumult left Churchill unperturbed. 
“After a few years,” he commented, “I 
think you will agree that I should have 
said what I said.” 

In contrast to the furor that his criti- 
cisms of Russia have kicked up, Church- 
ill’s advocacy of a United States of 
Europe thus far has elicited only a tepid, 
unexcited response. He has preached this 
gospel in France, Belgium, Luxembourg 
and the Netherlands in the last year 
without arousing any zealous crusade 
for such a goal. But the meager response 
does not deter him. 

@ British politics have disclosed Church- 

ill to be just as vehement and outspoken 
on domestic problems as he has been on 
the affairs of the postwar world. As 
leader of the Conservative Party, he has 
pressed a vigorous attack on the policies 
of the Labor Government that succeeded 
him. He sees dire consequences from the 
program to nationalize industry that 
Labor is pursuing, and he views with 
alarm Labor’s attitude on the problems 
confronting the British Empire, for he 
fears the imperial structure will be 
fatally undermined. 

Churchill’s orations in the field of 
domestic politics have, by common con- 
sent, been of mediocre character com- 
pared with his classic pronouncements 
as Prime Minister during the critical 
days of the war. The younger element in 
the Conservative Party is inclined to 
regard Churchill as too much of a dyed- 
in-the-wool Tory to be anything but a 
handicap in the party’s campaign to re- 
gain power. But at the Conservative con- 
vention in Blackpool, England, early this 
month, Churchill had no trouble reassert- 
ing an unchallenged claim to party 
leadership. His command of the situation 
was never surer. At the close of the con- 
vention, he had the delegates singing 
“Land of Hope and Glory” as a pointed 
rebuke to the “Red Flag” chorus with 
which victorious Laborites inaugurated 
the first session of Parliament after the 
rout of the Conservative Party last year. 

@ Criticism has been coming Church- 
ill’s way regularly since that rout. It has 
emanated from such diverse sources as 
the Kremlin and the progressive wing of 


Still Fighting 


his own party. The position Churchill oc- 
cupied as Britain’s war leader rendered 
him largely immune to such attacks, but 
developments prove they were only post- 
poned, not discarded. 

Churchill has been accused of having 
favored a short-sighted and “cheap war” 
in Asia and of arguing against the suc- 
cessful strategy of the Western Allies in 
the European Theater. A parliamentary 
committee allotted him part of the blame 
for a perilous wartime lag of Britain’s 
production of tanks and artillery. Elliott 
Roosevelt, in his recent book, brought an 
even more personalized indictment, pic- 
turing Churchill as a reactionary die-hard 
with a stubborn disposition and a definite 
weakness for alcoholic refreshments. 

The Churchill hold on the imagination 
of the people of many nations, however, 
still seems a strong one, even though boos 
were mingled with cheers when he re- 
turned to England last spring from the 
U.S. and his “Iron Curtain” speech. 
Earlier picket lines in New York be- 
rated him for allegedly seeking another 
war. 

In Britain, they say “Good old Winnie” 
and proceed to vote against his policies 
and his party. The citizens of Margate, 
for example, cast their share of Labor 
ballots in the general election and then 
suggested the erection of a statue of 
Churchill on the cliffs of Dover, the 
statue to be complete with a gigantic 
cigar that would have an illuminated tip 
to be seen by ships at night. 

Churchill’s used cigars, incidentally, 

appear to be still in high demand as col- 
lector’s items. During his visit to the 
Netherlands last summer, the Dutch 
papers report, the cigar stubs Churchill 
discarded found a brisk market in The 
Hague and Amsterdam, with prices 
ranging up to 95 guilders ($38). 
@ The ups and downs of public life, to- 
gether with the accompanying applause 
or disapproval, are nothing new to 
Churchill. He has known more than his 
share of both in the 72 years of his life. 
He was defeated in his first bid for elec- 
tion to Commons in 1899. During World 
War I, after a brilliant start in the 
Cabinet, he had to resign in 1915 after 
the disastrous failure of the Dardanelles 
campaign, which he had sponsored. 

In the postwar period, Churchill was 
twice defeated in his initial attempts to 
return to Commons, but eventually he 
succeeded. | 

World War II landed Churchill back 
at his old Admiralty post, and it was 
from there he was summoned by the 
King to become Prime Minister in 1940, 
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when Britain was on the brink of defeat. 
The dramatic leadership he provided 
during the dark moments of the Empire's 
“finest hour” and his part in bringing 
about the ultimate victory already are 
familiar history. 

After the record of Churchill's war 
leadership, the overthrow of his Govern- 
ment by Labor in the elections of July 
1945 caused much surprise throughout 
the world. However, many regarded 
Churchill’s defeat as a good thing. Lord 
Beaverbrook, a very close friend, once 
remarked that Churchill is always “most 


fascinating’ in defeat, because when “on 
the top of the wave he has in him the 
stuff of which tyrants are made.” 

@ The influence Winston Leonard 
Spencer Churchill may be expected to 
wield over the future course of political 
events in Britain, in the Empire and in 
the world, is uncertain. But it already is 
plain that he does not plan to leave 
either friends or foes in the dark as to 
what he is thinking. Meanwhile, his 
admirers say, he is in an ideal role: 
“With one foot firmly in the past and the 
other firmly in the future.” 


THOREZ: Future Stalin of France? 


HE SLOGAN, “Thorez to Power,” now 

sparks a Communist drive to win 
political control of France. The French 
Communists hope the November elec- 
tions will enable them to capture the 
Premiership for their Secretary-General, 
Maurice Thorez, a miner with an explo- 
sive laugh, whom they see as the future 
Stalin of France. 

At 46, Thorez (pronounced Taw-rez) 
leads the biggest Communist Party in 
the world outside Russia. It possesses 
1,000,000 members, six Cabinet minis- 
ters and the second largest number of 
seats in the Assembly. Although the party 
lost on the main issues, 5,000,000 voters 
supported its program in last spring's 
election. , 

Thorez, a snub-nosed man with sandy 
hair and blue eyes, directs his appeal to 
French workers and peasants as a man 
of the people. The son and grandson of 
miners, he worked in the coal pits him- 
self as a youth. He still looks and walks 
like a miner. 

The Communist leader, who has held 
the post of Vice Premier since last May, 
has educated himself since the age of 12. 
He reads avidly and is as familiar with 
the classics as with Marxist philosophy. 

@ As a politician, Thorez applies the 
tactics of big-city machines on a national 
scale. Last winter, his ward leaders in 
a conservative district of Southwestern 
France reported that coal shortages had 
closed glass furnaces and created mass 
unemployment. Thorez prevailed upon 
the miners of his native Department of 
Pas-de-Calais to work extra shifts. Special 
freight trains carried coal to the South- 
west. Thorez himself presided at the 
opening of the glass factories, and the dis- 
trict delivered a big Communist vote a 
few months later in national elections. 

The Pas-de-Calais miners remember 
the Thorez family well. When Maurice 
was 10, his mother helped lead a miners’ 
hunger march that was broken up by 
police after a bloody fight. 

At 14, after two years in the pits, 
young Thorez was sent to Central France 
to escape the German occupation of his 
native village in 1914. He returned to 


Pas-de-Calais after the war and at 23 
became Secretary of the local Communist 
Federation. Two years later he was elect- 
ed to the national. Politburo, and at 30 
he became Secretary-General of the 
French Communist Party. 

In 1932, a working-class suburb of 
Paris elected Thorez to the Chamber 
of Deputies. Three years later, he led the 
Communists into a Popular Front coali- 
tion with the Socialists and Radical So- 
cialists, which captured the 1936 elec- 
tions and ruled France for more than two 
years. Communist representation in Par- 
liament jumped from 12 to 73 seats. 
@ War record. The Nazi-Soviet Pact 
and the outbreak of World War II threw 
the French Communists into confusion. 
Some criticized Russia and resigned, but 
most leaders denounced the war as an 
“imperialist” conflict. 

Thorez, conscripted into the Army at 
the age of 39, disappeared after receiv- 
ing a 24-hour pass. In November 1939, 
he was court-martialed in absentia for 
desertion, sentenced to six years in prison 
and deprived of citizenship. He subse- 
quently appeared in Moscow. 

After the liberation, Gen. Charles de 
Gaulle refused to permit Thorez to return 
to France. But the French Communists, 
who had fought in the resistance after 
Russia entered the war, elected their 
absent leader to the Consultative As- 
sembly in November 1944, and a general 
amnesty subsequently allowed him to 
return to Paris. 

The plane that carried Thorez to 
France passed another aircraft carrying 
De Gaulle to Moscow to work out the 
Franco-Soviet Alliance. “Don’t have Tho- 
rez placed under arrest too quickly,” 
Stalin is reported to have told De Gaulle 
with a twinkle in his eye. “You may find 
him useful .. . He is a good Frenchman.” 

Thorez has never explained his war 
record publicly, but French Communists 
maintain that he fled the Army under 
orders from the Party's Central Com- 
mittee to escape arrest. They claim he 
directed fighting against the Germans 
from a hiding place near Paris and aid 
not go to the Soviet Union until 1943. 
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MAURICE THOREZ 
His memory is prodigious 


Political opponents, however, charge 
that Thorez deserted the Army because 
of Stalin’s pact with Hitler. They claim 
he fled from France to Switzerland and 
reached Russia via Germany. They cite 
this as additional evidence that French 
Communists take their orders from Mos- 
cow. 

This charge, as Thorez well knows, 
is his greatest handicap politically. He 
knows, too, that his party has made its 
greatest gains in the two periods (1935- 
1939 and 1941-1946) when it has aban- 
doned the slogans of class struggle and 
international communism for patriotic 
policies and support of moderate reforms. 

Thorez insists, therefore, that the Com- 
munist program in France is neither con- 
trolled by, nor modeled after, the Rus- 
sian. “One thing happened in Russia,” 
Thorez says. “Another will happen in 
France. We will have our French revo- 
lution in our own French fashion in 
harmony with French temperament and 
French customs.” 

As proof of his party’s independence, 
Thorez points out that France’s Commu- 
nists oppose the Kremlin’s plan to re- 
unite the Ruhr with Germany. Thorez’ 
opponents, however, say that this proves 
only that Russia is trying to build up 
Communist parties abroad by permitting 
them to support national objectives that 
are popular. 

“Moscow has no right to permit or 
forbid anything to the French Commu- 
nists,” Thorez replies. 

This debate, which will rise to a cres- 
cendo in the pre-election weeks ahead, 
makes one thing clear: Nationalism is 
still a more potent force in French poli- 
tics than communism. Maurice Thorez 
cannot become Premier of France through 
the ballot merely by being a good Com- 
munist. He must convince his country- 
men that he is a good Frenchman as well. 
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B Vite Around the World 


Delhi is a city of bicycles and baksheesh 
where .a sense of humor is most essential 


DELHI 
SIDE from being the capital of India, 
Delhi today is best known to world 

travelers as the city of bicycles and 

baksheesh. 

Delhi, particularly New Delhi, where 
the Government offices are situated, has 
more bicycles per capita than any other 
city in the Far East. Before and after 
working hours, the streets are jammed 
with white-clad men, and a few women, 
who pedal to and from their work. You 
can rent a bicycle for a month for what 
you would pay out one day in taxi fares. 
Still, few foreigners use them. 

Baksheesh is the common cry of the 
servant class in India. It 
means tip. In Delhi, the 
servant class, so Indians say, 
was spoiled by the Ameri- 
can army of “occupation.” 
You must give generous 
baksheesh to get a_ hotel 
room, special food or drinks, 
transportation late at night, 
or plane or train reserva- 
tions. 

Delhi is situated in the 
center of India and is sub- 
jected to intensive heat in 
the summer. Tempers are 
short during the hot season, 
and the British have learned 
it is not wise to hold im- 
portant political discussions 
then. 

Delhi is actually two cities, New and 
Old Delhi. They are five miles apart, 
but it is hard to tell when you leave 
one and enter the other. Together, they 
have a population that is estimated to 
be pushing the million mark. 

Much of the military activity of war- 
time has disappeared. Gone are the 
thousands of Americans who made up the 
headquarters of the United States’ China- 
Burma-India Theater. At one time, this 
was General Stilwell’s headquarters, but 
he was seldom present, preferring instead 
cooler Chungking or a tent in the jungles 
of Northern Burma. Today, there are 
only 50 American military personnel left 
in Delhi. They are either on the staff of 
the American Military Mission, disposing 
of American war materials, or represent 
graves registration units. 


The blocks and blocks of single-story 
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buildings of white stucco in the center of 
the city that once housed American head- 
quarters are occupied today by offices of 
the British Army and of the civilian gov- 
ernment. Kurzon Barracks, where many 
Americans “sweated out” the war and 
hated every minute of Delhi's hot season, 
today is housing the Indian Constituent 
Assembly. 

While living costs for foreigners have 
dropped in some Indian cities since the 
war, they remain just as high or higher 
in Delhi. You must hire a bearer (per- 
sonal servant) not so much because you 
want a personal servant but mainly to 
protect your belongings against theft. 
These lads, armed with 
stacks of letters of recom- 
mendation from American 
military personnel cost from 
$20 to $30 a month. But 
that is just the start, because 
every day you shell out 
money for baksheesh to the 
boy who cleans your bath, 
the sweeper, the laundry- 
man, the cleaner and mes- 
sengers who deliver your 
letters and cables. 

To get a hotel room, you 
must produce a generous 
tip. It is wise to leave a 
similar tip when you de- 
part, or you are liable to get 
the “no vacancy” treatment 
if you return again. To get 
a good meal, it is advisable to take care 
of the waiter and head waiter and 
regularly. 

Taxi prices are out of sight, but you 
do have the alternative of taking a 
stinking tonga (horse cart). New Delhi 
has no rickshas, but there are a few in 
Old Delhi. 

Haircuts are cheap. The barber will 
come to your room and, if you desire, 
even cut your hair while you are in bed, 
all for 30 cents. 

You can get a tailor-made suit of ex- 
cellent wool for from $60 to $90 and a 
suit of Palm Beach material for from 
$40 to $60. 

Fur coats are cheap. You can get a 
full-length coat of leopard skin for as 
little as $200. Tiger skins sell for as little 
as $15. 

Furniture isn’t hard to find, and prices 





are not prohibitive. Shops have recon- 
ditioned refrigerators on display. You can 
get new cars, which are chiefly of British 
manufacture and assembled in Calcutta 
or Bombay, without the necessity of first 
being placed on a waiting list. 

British-made hosiery of artificial silk 
sells for the equivalent of $1 a pair, and 
shops have large stocks of silk goods on 
hand. There is a shortage of white hand- 
kerchiefs, but the khaki-colored variety 
of wartime is plentiful. 

American cigarettes are five rupees 
($1.30) a carton. 

A favorite pastime in Delhi is reading 
the matrimonial advertisements in the 
local press. A few choice ones in a single 
edition are: . 

“Wanted a beautiful and cultured girl 
for a boy 22 years old, the orily son of 
his father having landed properties worth 
about 10 to 12 lakhs ($300,000 to $360,- 
000) and an income of 40,000 rupees 
(about $12,000) per annum. The girl 
will be the sole consideration.” 

“Wanted a match of any religion for 
a slim, fair, Christian graduate accom- 
plished girl of 22, father holding re- 
spectable position. Income about 1,000 
rupees ($330) per month.” 

“Wanted a middle-aged match for a 
wealthy Jat Sikh, well settled in business 
in California having three sons from last 
divorced wife. No caste restrictions.” 

One of Delhi's most popular attrac- 
tions for tourists is the Red Fort, which 
was built in the 15th century and once 
contained the famed Peacock Throne of 
solid gold. Behind the throne were figures 
of two peacocks with their tails inlaid 
with diamonds, rubies and emeralds. 
Also of special interest is the Pearl 
Mosque, also built in the 15th century 
and considered one of the finest in the 
Moslem world. 

New Delhi, however, is the creation 
of the British, with European architecture 
of a later period. From here, the Viceroy 
Lord Wavell, rules India’s 400 million 
people. The Indians generally agree he 
has been a good Viceroy but hope he 

















will be their last. The Government build- 
ings are massive and elaborate, typical 
of India, where so few have so much and 
so many are hovering on the verge of 
starvation. 

In the shadows of these expensive 
buildings, you find dirty beggars or 
coolies who do the work of beasts of 
burden for 15 cents a day. 

There is an old saying in India that 
you are finished if you lose your sense of 
humor. Therefore, it is best to go out 
of your way in quest of the lighter side of 
life. 


Reasons for laughter are tew and far 
between, but occasionally you find a 
gem such as the advertisement in The 
Statesman, a newspaper that has many 
Anglo-Indian readers, announcing a 
patent medicine that is guaranteed to 
“get rid of that ugly tan.” While the Eu- 
ropean woman considers it fashionable 
and healthy to have a good tan, the 
Anglo-Indian never appears on the street 
without ample protection from the sun, 
because she knows the importance of 
the color line and wants to have as light 
a skin as possible. F. H. 


Sweden is like home to visiting Americans 
because of hot dogs and democratic ways 


STOCKHOLM 

WEDEN is the country in Europe in 

which an American is most likely to 
feel at home. American automobiles, ice- 
cream and hot-dog stands in the parks, 
and modern department stores are super- 
ficial reasons. The real explanation lies far 
deeper; it is tied up with a democratic 
way of life. 

The tradition of a free press and the 
modern newspaper forms one of the clos- 
est ties. Swedes were the first people 
in Europe, outside England, to gain a 
free press. That was in 1766. Their news- 
papers today are modern, appearing in 
American-style formats and displaying 
large numbers of pictures. Swedish cor- 
respondents roam the world to report the 
news while it still is news. Big advertise- 
ments and American comic strips are 





characteristic. Even if one does not read 
Swedish, there is a friendly, homelike 
look about the newspapers. 

The war brought some restrictions on 
the free press, enforceable only if the 
Government felt its neutrality and safety 
were endangered. But troubles with the 
censor were few, and Swedish readers 
managed to keep well up with the world 
at war. Foreign reporters enjoyed greater 
freedom in Stockholm than in any other 
neutral capital. They did have telephones 
cut on occasion, as when the Swedes en- 
deavored to prevent premature announce- 
ment of the 1940 Finnish-Russian peace, 
but for the most part they were free to 


write wnat they pleased and send it to 
their newspapers. 

That freedom of the press continues to- 
day, and Stockholm provides an excellent 
point from which to view Northern Eu- 
rope in proper perspective. As a result, 
there is always a coming 
and going of newspaper 
correspondents. 

In addition to the out- 
ward appearance of the 
Stockholm newspapers, 
there are many other 
things in Sweden that give 
a feeling of home to the 
visiting American. Apart- 
ments are modern, much 
like those in better hous- 
ing developments in the 
United States, but with more attention 
paid to letting in all possible sunlight. 

Sweden, like most of the civilized 
world, has a housing shortage, and hun- 
dreds of new apartments won't be ready 
this autumn, as scheduled, because of a 
lack of cement and other building ma- 
terials. However, the Swedes have a 
chance to catch up before Americans do. 
They lack only one normal year’s produc- 
tion of housing; shortage of materials is a 
drawback, so the best estimate is three to 
five years before production is back to par. 

Labor unions in Sweden probably 
would give an American a jolt. They work 
with far less fanfare than those in the 
United States, and, once a dispute goes 
to arbitration, decision by the arbiters 
is accepted. 

There was a movie strike in Stockholm 
throughout the summer, the movie opera- 
tors asking for a 100 per cent rise in wages. 
No one was much troubled by it; all the 
Swedes who could get away were in the 
country on holiday, and furthermore a 
good many motion picture houses close 
during the summer. Everyone took it for 
granted that, come autumn, the disput- 
ants would get together and the strike 
would be settled quickly. 

Unions have an automatic agreement 








for wage increases whenever the cost of 
living index advances so many points. The 
index is close to a requirement now for a 
new increase in wages. This is one reason 
the Swedes cut the value of the dollar 
against the kroner; they are trying to 
hold prices down, and a great deal of 
consumer goods comes from the U. S. 

The friendliness of the Swedes and 
their understanding of Americans are a 
big help to the visitor. The Swedes know 
Americans, their politics, their geography 
—partly because so many relatives of 
Swedes went to America years ago as 
settlers, partly because they are great 
travelers and partly because Swedes read 
a great deal. 

American books, in English and in 
translation, crowd bookstore shelves; the 
Swedes buy and read the latest publica- 
tions. It is far easier to discuss home with 
a Swede than, let us say, with an English- 
man, whose idea of the U.S. usually is 
extremely vague, or with a Swiss, whose 
understanding of American psychology 
and what Americans like is almost nil. 

The best thing about the Swede is that 
he will discuss his country’s part in the 
war, openly and frankly. 
Sweden’s iron ore went to 
Germany; a German divi- 
sion moved across North- 
ern Sweden, from Norway 
to Finland, coincidental 
with the Nazi attack upon 
Russia. Times were diffi- 
cult then; Sweden was 
not armed properly; she 
wanted to keep out of war. 
The sympathies of the peo- 
ple lay with the democ- 
racies, but Government action was gov- 
erned by the necessity of the moment. 

The Swede will tell you these things. 
He is not quite sure that his course was 
the right one. He hopes never to be in the 
same position again. If one is critical, the 
Swede is not angered; rather, he thought- 
fully tries to balance off arguments by 
recalling that Swedes gave haven to many 
Norwegians, Danes and Finns. 

The Swedes trained, secretly and under 
the nose of spying Germans, a small Nor- 
wegian army to be ready for the time 
of Norway's liberation. Sweden’s Red 
Cross work spread throughout the world, 
although with a great deal less publicity 
than that of the International Red Cross 
at Geneva, which maintained a far-flung 
public relations staff and a promotion 
budget. 

The Swede is not entirely sure of his 
position; but he will argue about it, with- 
out becoming angry, and doesn’t mind if 
the American does. What more can one 
ask? 

In addition to these factors, I like the 
red barns reminiscent of the type found 
on U. S. farms. I am sure the Swedes took 
the idea of red paint for the barn along 
with them when they emigrated to the 
Middle West. T. H. 
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WORLD DRIVES TO GET STEEL 
NEEDED FOR RECONSTRUCTION 


Record production of peacetime 
is insufficient. Three years are 
required to fill Europe’s demands 


Reported from LONDON, PARIS, 


BERLIN 


A world-wide drive is on to step 
up steel production. The peacetime re- 
quirements for this basic metal are far 
greater than ever before. 

Present production, henile: set- 
ting records for a nonwar period, still is 
not great enough to provide all the steel 
needed. The U.S., Russia, Britain and 
other big steel makers are striving to 
push output still higher and are enlarg- 
ing their mills to get greater productive 
capacity. 

Steel is required to build and re- 
pair cities and industries, to make the 
machines and tools for mines, factories 
and farms, to manufacture goods and to 
build the railroads, ships and trucks to 
deliver them. 

A big gap is left by Germany, once the 
second largest producer, now making 90 
per cent less steel than before the war. 
Other countries trying to fill that gap are 


In The U.S.— 
WN :1@) aan od NG 


A picket line in Pittsburgh 


38 e WORLD REPORT 


and WASHINGTON 


having trouble operating their steel mills 
at full capacity. The difficulty in all coun- 
tries is in getting iron, coal and labor, 
the basic ingredients of steel, into the 
plants. 

@ The U.S., the world’s biggest steel 
manufacturer, now is producing at more 
than 90 per cent capacity and will turn 
out about 68,000,000 tons this year. If 
the present rate can be maintained, there 
will be enough steel, a cause of many 
other shortages in the U. S., to satisfy all 
needs by the middle of next year. 

In full swing, the U.S. can produce 
90,000,000 tons of steel a year, more 
than 45 per cent of the world’s capacity. 
The war increased U.S. capacity 8 per 
cent, adding nearly 7,000,000 tons. 

Two things have kept the U.S. from 
making all the steel it can this year: 

Strikes in 1946 cost the U.S. about 
15,000,000 tons of steel. A walkout in 
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Removing war scars in the Ukraine 


January and February in the steel in- 
dustry itself was followed by a coal strike 
in April and May. The situation was 
aggravated further by work stoppages in 
electric power and other industries 
throughout the first half of the year. As 
a result, the demand for steel increased 
in all branches of industry. 

A scrap shortage more recently has 
curtailed steel output. More steel scrap 
is being mixed with pig iron to make 
steel this year than ever before. But:price 
control over scrap has caused hoarding. 
To force scrap into the market, the gov- 
ernment is to limit inventories and pro- 
vide surplus ships and armaments to 
increase the amount available. 

If a period of industrial peace sets in 


‘and adequate supplies of scrap are built 


up, the steel shortage in the U. S. should 
be relieved in eight months. At present, 
the U.S. is exporting 10 per cent of her 
steel output. From now on, more U.S. 
steel will be available for the world. 

@ Russia, now second among world’s 
steel producers, is basing the nev’ Five 
Year Plan upon an expanding steel indus- 
try. At present, the Soviet Union is pro- 
ducing about 16,000,000 tons of steel a 
year. The Plan calls for 28,000,000 tons 
by 1950 and 66,000,000 by 1960. 
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Russia's steel plants, which before the 
war produced 23,000,000 tons a year, 
were more damaged than those of any 
other nation. Original capacity for steel 
output was cut in half. But new plants in 
the Urals and in Siberia replaced about 
half the lost capacity. 

Reconstruction and repair of wrecked 
plants thus is the big job facing Russia. 
Most of the restoration is going on in 
the Don Basin of the Ukraine, the pre- 
war center for steel that was overrun by 
the Germans. Output in that region now 
is about 40 per cent of prewar levels. 
The mills are using as scrap the tanks and 
guns left behind by the Germans. Food 
and housing shortages in the area are re- 
ducing worker efficiency. So far, only 
one of the 45 new blast furnaces planned 
has been finished. More than 100 new 
steel mills are planned. 

Training skilled workers is another 
important task for Russia. Most of the 
skilled man power had to be used to 
fight the war, and many workers were 
lost. At least 250,000 steel-workers are 
being trained this year. 

During the period of reconstruction, 

Russia is importing steel from Sweden, 
Poland and Czechoslovakia. 
@ Britain is setting out to build up steel 
production by modernizing her plants. 
But the thing that is keeping existing 
mills from turning out all the steel they 
can handle now is the coal shortage. 

This year, Britain is producing about 
13,000,000 tons of steel, more than the 
prewar output but at least 1,000,000 
tons less than capacity. Of the total out- 
put, 2,500,000 tons is going into export. 
Shipments of steel and finished goods 
made of steel, like automobiles, are lead- 
ing all British exports. 

In the immediate future, output is to 
be boosted by increasing coal production 
and limiting the use of coal to essential 
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purposes. Oil is to be used as a fuel 
wherever possible. The coal shortage is 
due chiefly to a scarcity of labor in the 
mines. 

To make more steel available in Eng- 
land for housing, exports are to be cut 
in half in the year ahead, and imports of 
steel are to be increased greatly. Britain 
plans to buy 2,000,000 tons of steel in 
the U.S. next year. 

In the long run, Britain plans to over- 
haul the whole industry in order to add 
another 2,000,000 tons to capacity. The 
Government has set up an Iron and 
Steel Control Board to supervise the 
seven-year program by controlling sup- 
plies, output, distribution and prices. 

Forty per cent of existing facilities are 

to be replaced. A quarter of the industry 
is to be new. By spending $600,000,000, 
britain hopes to compete with the U. S. 
in world markets. 
@ France is out to double her prewar 
output of 6,500,000 tons of steel a year 
and to take the place of Germany as the 
biggest producer and exporter of the 
metal in Europe. To take over German 
markets, however, France must get more 
man power and more coal. 

At the present rate, France will turn 
out 4,500,000 tons this year and import 
another 2,000,000 tons, mostly from the 
U.S., Britain and the Low Countries. 
Recently, the monthly rate of output has 
passed the prewar figure. But in the 
first half of the year, less than half the 
blast furnaces in France were being 
worked. 

Conservation is an important part of 
the French program. Production of con- 
sumer goods is restricted. Armament pro- 
duction is limited. Only light automobiles 
are being made. In order to get more coal 
for steel production, facilities for hydro- 
electric power are being developed to 
replace coal for many purposes. 
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For man power, France wants to keep 
the 700,000 German prisoners of war 
now working in the country. An exten- 
sive immigration program also is planned. 
@ Germany’s low rate of steel produc- 
tion is slowing recovery throughout Eu- 
rope. Whereas 25,000,000 tons was 
produced before the war, only 2,000,000 
is being turned out this year. Germany’s 
steel exports before the war accounted 
for 20 per cent of the world’s shipments. 
Now no steel is being exported. 

At least 70 per cent of Germany’s steel- 
making potential was left intact in spite 
of Allied bombing. Now Germany can 
retain a capacity of 7,500,000 tons and, 
under Allied authority, can produce 
5,800,000 each year. 

The small amount of steel now being 
made is used only for canning, farm and 
mine machinery and rails to improve the 
critical food, coal and transportation sit- 
uation. 

Food is the key factor in steel produc- 
tion in Germany. When the ration was 
cut recently in the British zone, output 
fell 200,000 tons immediately. Less food 
means that less coal is mined and that, in 
turn, cuts steel production still more. 
Merger of British-U.S. zones may in- 
crease food. 

In Belgium, Luxembourg, Czechoslo- 
vakia and other European countries, 
shortages of coal and labor limit an ex- 
pansion in steel output. But Canada, 
Latin America, Africa, India and Aus- 
tralia increased steel production during 
the war. 

Even if the minimum demands of steel 
outside Europe are met within the next 
year and the big producers succeed in 
boosting output to the point where they 
can send large shipments to Europe, it 
will be three years before the Continent 
has enough steel to mend the scars of war 
and to get on with industrial recovery. 
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BRITISH WILL DEMAND 
TARIFF CUTS BY ALL 


Commonwealth governments intend 
to keep imperial preferences unless 
reduction of barriers 1s general 


The British Commonwealth will 
give up its system of preferential tariffs 
only in return for substantial concessions 
by other countries. This will become 
clear at the meeting on world trade now 
being held in London by 19 countries. 

As part of its plan for expanding 
world trade, the U. S. delegation in Lon- 
don wants reduction of tariffs in general 
but desires complete elimination of tariff 
preferences common among British 
countries. These provide for more fa- 
vorable treatment within the British Em- 
pire for Empire goods than for goods 
imported from outside countries. British 
dominions, colonies and trade groups like 
the assured markets that imperial pref- 
erences give. Any substitute will have to 
look good to them to be acceptable. 

The British Government has agreed 
with the U.S. to the principles under- 
lying elimination of preferences. But 
British officials say they will yield on 
preferences only in return for substantial 
concessions in tariffs of other countries. 
That means U. S. tariffs, especially. 

@ British position. The most that U. S. 
tariffs can be cut under present law is 
50 per cent. Many of the U.S. rates are 
high, and the maximum legal reductions 
may not prove sufficient to induce the 
British Empire to give up preferences 
permanently. The British might insist, 
for example, on some sort of escape 
clause, whereby, if depression struck 
the U.S., the Empire could revert to its 
preferential tariffs. 

Sir Stafford Cripps, President of the 
British Board of Trade, has been having 
difficulty formulating a common policy on 
tariffs for all British countries. Many 
groups object strenuously to elimination, 
or even to reduction, of preferences. In 
the case of preferences extended by Brit- 
ain to the Empire, this opposition centers 
around several major commodities. 

Sugar. Australia and South Africa are 
large producers of cane sugar. All their 
exports are bought by Britain. The Brit- 
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ish West Indies, Mauritius and Fiji also 
depend very heavily on sugar exports, all 
of which go to Britain. 

Dominion and colonial sugar receives 
a tariff preference from Britain of .67 
cents a pound, on the principle that this 
sugar cannot otherwise be produced 
profitably. Producers argue that to elimi- 
nate the preference would inflict grave 
damage on the economy and develop- 
ment of Australia and South Africa and 
would reduce the colonial areas to pau- 
perism. They also point out that the Brit- 
ish preference on Empire sugar is less 
than the U.S. preference on Cuban 
sugar, while Philippine sugar can enter 
the U. S. free. 

Canned fruit is going to provide a 
fertile topic for argument between the 
U.S. and the British Empire. Canadian, 
Australian, South African and Malayan 
canners claim they are utterly dependent 
on a continuance of imperial preference 


SIR STAFFORD CRIPPS 
~ Working out a tariff formula 
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for the retention of their market in 
Britain. . 

In prewar days, Australia’s export sur- 
plus of canned apricots, peaches and | 
pears amounted to 60 per cent of total © 
production of those items. Canada and 
South Africa exported about a third of © 
their canned fruit and Malaya more than © 
90 per cent of its pineapples. The U. S. 
exports about 16 per cent of its canned 
fruit, mostly to Britain. 

The U. S. will make a special effort to ~ 
eliminate the Empire preferences on — 
canned fruit. Reduction of these prefer- 
ences in the Anglo-American Trade 
Agreement of 1938 was regarded as a © 
major victory by U. S. canners. 

Tobacco. Preferential tariffs on Em- 
pire-grown tobaccos have stimulated 
greatly the tobacco-growing industry in 
the last 25 years, especially in Southern 
Rhodesia, Nyasaland, Canada and India. 
Tobaccos is one of the chief exports from 
the colonies of Central Africa. 

The preference for Empire tobacco, 
which stood at 25 per cent in 1926, is 
now about 4 per cent. Tobacco men point 
out that much larger preferences are 
given by the U. S. to Cuban cigars. 

Major export market for U.S. tobacco 
is Britain. The U.S. industry will press 
hard for further reduction of Empire 
preferences. Empire growers want an 
increase in preferences not only to safe- 
guard their own position but also to lessen 
Britain’s dollar outlays for American 
tobacco. The latter argument, applicable 
to many other commodities, has particu- 
lar appeal for the British Government. 

Coffee growers in British East Africa 
and Jamaica oppose reduction of the 
present preference of 2 cents a pound 
they enjoy in the British market. With- 
out this advantage they doubt their = 
ability to compete with coffee from Latin — 
America. 

And so it goes right through a long 
list of commodities. The case for prefer- 
ences is strong in the Empire. 

@ In the field of manufactures, it is the 
exporters in Britain who are most wor- 
ried about maintenance of the thousands 
of preferences prevailing in the Empire. 

Floor coverings made in the United 
Kingdom have a tariff preference in 
Australia of 25 per cent over U.S. prod- 
ucts. On British hardware, the New 
Zealand tariff is 20 per cent; on American 
hardware, it is 61% per cent. South 
Africa lets British typewriters in duty 
free but 10 per cent must be paid on 
American machines. 

All in all, there is growing concern 
among British countries on the subject 
of imperial preferences. They will not be 
given up easily. 
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U.S. Charter for reducing trade barriers now gets its baptism of fire..... 
Ostensibly, the trade meeting of 19 countries in London has just one job: to 
draw up the agenda and plans for world conferences on trade to be held next year. 
Actually, the meeting will prove something of a testing ground for the U.S. 
proposals for world trade. This may not come out in the open clearly. 
But, behind the scenes, at least, the U.S. delegation expects to pick up 
) reactions of other countries. 
Perhaps, as a result, modifications of the Charter will be made. 







































Opposition to the U.S. Charter, so far, centers around these points: 
Elimination of-tariff preferences is widely opposed in the British Empire. 
Reasons for this attitude are explained on page 40. 

Reduction of protective tariffs is opposed by Latin-American countries and 
by India, which have infant industries to guard, or depend on tariffs for revenue. 

Curbs on restrictive practices in business-=price fixing, production 
quotas, division of markets and the like--will have to be watered down if views 
of Britain, Belgium and France are accepted. 

Provisions on state trading and bulk purchasing will provoke considerable 
discussion among the U.S., Britain and British dominions. 

sections on commodity agreements will have to be clarified to the satisfac- 
tion of Britain, Holland, Belgium, Chile and others whose major interests might 
be involved. Tin and rubber probably will be the first commodities affected. 























In the U.S., also, parts of the Charter may get rough treatment..... 

Progressive reductions of U.S. tariffs would hit many industries. These 
will get a chance late this year to see what tariff concessions the U.S. dele- 
gation in London finds necessary to trade off against concessions of others. 

The Reciprocal Trade Agreements Act assures affected industries of hearings 
before any action is taken. Hearings will start in January. 

The Charter also could be affected by. changes in the political complexion 
of the U.S. Congress in the November elections. In fact, this factor consider- 
ably weakens the position of the U.S. delegation at London. 











The International Trade Organization, proposed in the U.S. Charter, is 
tailored to fit in with the International Bank and Monetary Fund. The composite 
idea is to build up world trade through reconstruction loans, stabilization of 
currencies and gradual removal of trade barriers and discriminations. 

But the Food and Agriculture Organization and the International Trade Or- 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


ganization would overlap and clash on control of agricultural commodities. The 
ITO controls would be loose and negative; the FAO would control production, 
selling, disposal of world crops through positive measures. 

High policy of the U.S. right now is to build up the ITO, soft-pedal the 
FAO. This will become more apparent in coming weeks. 

The next year will see far-reaching decisions on the what and how of world 
trade, affecting industrialists, farmers and exporters everywhere. 








In general, world food looks this way for the next yeadreeeee 

Bigger crops are expected for almost all staples. 

But shortages will not diSappear. 

Cereals, fats and oils, dairy products and meats will fall short of needs. 

It will be two or three years before demand is taken care of and reserves 
reappear. And that depends on good weather and plentiful supplies of fertilizer. 














The wheat situation, viewed globally, is fair to gooddeceee 

World crop this year is close to prewar levels. 

But there is little behind the crop, small stocks, little carry-over. 

That means distribution, the actual eating, must be judicious, well Spread. 

Certain officials in Washington fear a repetition of last year: rapid con- 
Sumption of the harvest and then cries for aid in the winter and spring. 

















As winter approaches, Europe's concern with fuel and power increases..... 
In Britain, the cutback asked in consumption of coal, gas and electricity 
came a little sooner than expected, shows how close to the edge Britain is. 

Thin margin of safety in coal Supplies is getting thinner and exports of coal 
have been stopped. Industrial output in Britain may slacken due to lack of coal. 
Hard fact is that conversion from coal to fuel oil, So widely advocated 
in Britain, will take years to achieve. Conversion of locomotives is fairly 
easy, but that is not true of heavy industry. Coal will remain Britain's main 

source of industrial power at least through this decade. 














Another coal crisis is building up in the British zone of Germany..... 

Effect is most clearly seen in slump in the output of electric power. 

Electricity cutoffs are shutting down individual plants in the Ruhr and 
Rhineland. Among others, machinery, chemical and steel industries are hit. 

smaller exports of electricity to France, the Low Countries and other zones 
of Germany are an increasing possibility, would be felt badly. 

New division of deliveries of German power and coal as between the Western 
zones and surrounding countries no longer can be side-stepped. U.S.=-British de- 
Sire to strengthen their zones economically makes the decision difficult. 

















U.S. exports of coal, at high rates during the summer, slumped badly in 
september because of the shipping strike. This month has been even worse. 
France, Belgium, Italy, other Western countries face a gloomy outlook: low 
Stocks of coal and poor prospects for imports from the U.S., Germany and Britain. 
This takes the edge off creditable production in domestic mines in France, 
Holland and Belgium. Poland, to the east, is doing better than any of the others. 
Coal and power, above all else in a generally poor situation, will limit 
productive expansion in Western Europe through autumn and perhaps winter. 
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'U. S. STAKE IN THE DARDANELLES ats 


Texts of two notes to Moscow stressing American interest 


(Text of a note from the United States Acting Secretary 
of State to the Charge d’Affaires of the Soviet Embassy 
in Washington, Aug. 19, 1946, concerning the question 
of the Turkish Straits.) 


, j ACKNOWLEDGE RECEIPT of your note of Aug. 7, 1946, which 
; sets forth the text of the note addressed on the same day by 
_ the Government of the Union of Soviet Socialist Republics to 
_ the Government of the Republic of Turkey and express the 
' appreciation of this Government for the courtesy of the Soviet 
' Government in making this information available. 

_ It will be recalled that the American Embassy in Moscow 
made available to the Soviet Government in November 1945 
a copy of the note which the American Embassy in Ankara 
delivered to the Turkish Government on Nov. 2, 1945. 

This Government has given careful study to the views 
expressed by the Soviet Government in its note to the Turkish 
Government. It would appear from a comparison of this Gov- 
ernment’s note of Nov. 2, 1945, with the Soviet note to 
the Turkish Government of Aug. 7, 1946, that the views of 
the Governments of the United States and of the Soviet Union, 
while not in entire accord, are in general agreement with 
regard to the three following proposals set forth in the Soviet 
note: 


1. The Straits should be always open to the passage 
of merchant ships of all countries. 

2. The Straits should be always open to the passage 
of warships of the Black Sea powers. 

3. Passage through the Straits for warships not belong- 
ing to the Black Sea powers shall not be permitted except 
in cases specially provided for. 


The fourth proposal set forth in the Soviet note does not 
appear to envisage a revision of the Montreux Convention, as 
suggested in our note to the Turkish Government of Nov. 2, 
1945, but rather the establishment of a new regime which 
would be confined to Turkey and the other Black Sea powers. 
It is the view of this Government that the regime of the 
Straits is a matter of concern not only to the Black Sea powers 
but also to other powers, including the United States. This 
Government cannot, therefore, agree with the Soviet view 
that the establishment of the regime of the Straits should 
come under the competence of the Black Sea powers to the 
exclusion of other powers. 

The fifth proposal set forth in the note of the Soviet Gov- 
ernment was that Turkey and the Soviet Union should organ- 
ize joint means of defense of the Straits. It is the firm opinion 
of this Government that Turkey should continue to be pri- 
marily responsible for the defense of the Straits. Should the 
Straits become the object of attack or threat of attack by an 
aggressor, the resulting situation would constitute a threat 
to international security and would clearly be a matter for 
action on the part of the Security Council of the United 
Nations. 

It is observed that the note of the Soviet Government con- 
tains no reference to the United Nations. The position of the 
Government of the United States is that the regime of the 
Straits should be brought into appropriate relationship with 
the United Nations and should function in a manner en- 
tirely consistent with the principles and aims of the United 
Nations. 


The Government of the United States reaffirms its willing- 
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ness to participate in a conference called to revise the Mon- 
treux Convention. 


Accept, Sir, the renewed assurances of my high consid- 
eration. 


DEAN ACHESON 
Acting Secretary of State 





Potsdam Agreement on the Straits 
Is Cited by Ambassador Smith 


(Text of the note on the Dardanelles handed to the 
Russian Foreign Office in Moscow by American Am- 
bassador W. Bedell Smith on Oct. 11, 1946.) 


I HAVE THE HONOR to inform Your Excellency that my Gov- 
ernment has studied carefully the contents of the note of 
the Soviet Union to Turkey of September 24 relating to the 
regime of the Straits. 

In pursuance of its policy of making clear to all interested 
parties its views on matters relating to the Straits, my Gov- 
ernment has instructed me to inform you that, after examining 
the note referred to above, it continues to adhere to the posi- 
tion outlined in its note of Aug. 19, 1946, to the Soviet Gov- 
ernment. 

It will be recalled that, in the Protocol of the proceedings 
of the Potsdam Conference, signed by the U. S. S. R., Great 
Britain and the United States, the three Governments recog- 
nized that the Convention on the Straits concluded at Mont- 
reux should be revised as failing to meet present-day con- 
ditions. It was further agreed in the Protocol that, as the next 
step, the matter should be the subject of direct conversations 
between each of the three governments and the Turkish Gov- 
ernment. 

It has been the understanding of my Government that the 
three governments, in agreeing with one another that the re- 
gime of the Straits should be brought into accord with pres- 
ent-day conditions by means of a revision of the Montreux 
Convention, mutually recognized that all three signatories of 
the Protocol have an interest in the regime of the Straits and in 
any changes which might be made in that regime. 

My Government furthermore informed the Soviet Govern- 
ment in its note of August 19, that, in its view, the regime of 
the Straits is a matter of concern not only to the Black Sea 
powers but also to other powers, including the United States. 
The Soviet Government, nevertheless, in its note of September 
24, apparently continues to take the position set forth in its 
note of August 7 to Turkey that “the establishment of a regime 
of the Straits . . . should come under the competence of Turkey 
and the other Black Sea powers.” 

My Government does not consider that it was contemplated 
at the Potsdam Conference that the direct conversations 
which might take place between any one of the three signa- 
tory Governments and the Turkish Government with regard 
to the regime of the Convention of the Straits concluded at 
Montreux should have the effect of prejudicing the participa- 
tion of the o:her two signatory powers in the revision of the 
regime of the Straits. 

On the contrary, my Government considers that the Pots- 
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dam Agreement definitely contemplated only an exchange ot 
views with the Turkish Government as a useful preliminary 
to a conference of all of the interested powers, including the 
United States, to consider the revision of the Montreux Con- 
vention. As stated in its note of August 19, my Government 
stands ready to participate in such a conference. 

My Government also feels that it would be lacking in frank- 





ness if it should fail to point out again at this time, in the most 
friendly spirit, that in its opinion the Government of Turkey 
should continue to be primarily responsible for the defense of 
the Straits and that should the Straits become the object of 
attack or threat of attack by an aggressor, the resulting situa- 
tion would be a matter for action on the part of the Security 
Council of the United Nations. 





THE DANGERS OF ‘TWO WORLDS’ 


South African Premier Smuts’s plea for international unity 


(Text of an address delivered before the Peace Con- 
ference at Paris, Oct. 7, 1946, by Prime Minister Jan 
Christiaan Smuts of South Africa.) 


—_ GLAD to have this opportunity to address the Conference 
in plenary session, as I was unable, owing to detention in 
my own country, to address it during the general discussions 
at the opening of the Conference. The delay is for me not un- 
welcome, as I shall now be able to make some observations 
on the work of the Conference, which has now reached its 
final stage. 

All the heavy work done in the commissions is complete, 
and I should like to express my own warm thanks for the 
diligence and devotion with which the members of the dele- 
gations have grappled with their difficult commission tasks. 
They have dealt with many of the most difficult international 
problems arising out of the war and have done so in a man- 
ner which calls for our real gratitude. 

I must also add my impression that a larger measure of suc- 
cess has been achieved than was anticipated. In view of the 
great differences and conflicting claims in connection with 
these peace treaties, and the vigor and violence with which 
they were fought out in the commissions, many despaired of 
the success of the Conference. Many will no doubt be disap- 
pointed with some of the results. 

But at any rate answers have been found to what appeared 
to be insoluble questions, and on the whole the Conference 
need not be ashamed of the results achieved. I anticipate that 
the judgment of public opinion will also be that on the whole 
good work has been done under difficult circumstances. At any 
rate, the Conference has not failed and, whatever the final 
result, the job so far has been done which the Conference set 
out to do. 

I would specially mention two matters with which the Con- 
ference had to deal, two of the most difficult and apparently 
insoluble problems with which any conference could be called 
upon to deal. For both, solutions have been found. 

The first is the problem of the South Tyrol, which the last 
peace conference awarded to Italy, in spite of the Austrian 
character of its population. It thus presented the hardest sort 
of problem for European statesmanship. Most fortunately, the 
Italian and Austrian delegations came to a compromise be- 
tween themselves which reflected the highest credit on both 
of them, was a great success, and will remain as probably the 
highlight of this Conference. 

We congratulate both delegations on this outstandingly sat- 
isfactory solution, this most welcome example of how to deal 
with the human problems of this most racially divided con- 
tinent. It was good work well done in a great spirit. 

The second matter concerns Trieste. Here was undoubtedly 
the most difficult problem to the whole Conference, and many 
must have despaired in advance of its solution. But finally an 
international free state has been evolved and a basis for its 
statute recommended which, although admittedly a compro- 
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mise between conflicting views, appears to be a workable and 
workmanlike document. If the plenary Conference approves, 
and the Big Four accept it, it will be one of the most interest- 
ing international experiments yet attempted, and may make of 
Trieste what nature has intended to be, a great international 
outlet to the Mediterranean for the trade of Italy and Yugo- 
slavia, as well as of a large part of Southeastern Europe. It 
will in fact play the part which the old Hansa cities played for 
Northern Europe in the past. 

It was a great feat to have found for this problem a solu- 
tion at all, and we trust the parties concerned will accept it 
and work it to the best advantage. 

During the course of the Conference attention was several 
times drawn to the support which the South African delega- 
tion was giving to the claims of Italy and Greece. We have 
done so in no spirit of partiality or favoritism. We have 
tried to do justice impartially, with due regard to ethnological 
and strategical considerations, which are so vitally necessary 
for a lasting peace. It will be found, on an examination of the 
amendments we have made or supported, that they are justi- 
fiable on these principles. 

Thus we have supported the boundaries between Italy on 
the one hand and France and Yugoslavia on the other, on the 
lines of race or strategy. We have also supported the Italian 
claims in some cases where they seemed to be justified on 
grounds of sound policy. 

Italy was, under the misguidance of Mussolini, an enemy 
state against which South Africa made her major war effort. 
But for the last vears of the war she became a cobelligerent 
with us and handsomely assisted the Allied war effort at very 
heavy cost and loss to herself. lt appeared to us sound policy 
not to be unmindtul of this service, but to restore her self- 
respect and to reintegrate her into the European family of 
which she is an important member. Our action was based on 
good public policy and by no means on prejudice against other 
peoples, who have had strong backing of their own in the 
Conference. | 

Greece, again, stood by the Allies with unwavering lovalty 
throughout the most dangerous stages of the war—in fact, she 
was for some time our only ally—and suffered more than most 
other countries. 

Her claims, although not unreasonable, have so far re- 
ceived scant justice from the Conference. We have supported 
her and trust that in years to come her loyalty and sacrifice will 
receive the recognition which she deserved but failed to ob- 
tain here. South Africa can never forget, and the other Allies 
should remember, that her heroic action helped to delay the 
German attack on Russia long enough to ruin any chance of 
success it might have had of reaching Moscow before win- 
ter. That much the Niirnberg evidence has made abund- 
antly clear. 

While, on the whole, this Conference may fairly be con- 
sidered a success, one main feature of it has been disappoint- 
ing and discouraging to those who look beyond the Confer- 
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ence. In debate and viivok, a cleavage has been revealed 
which, if not cleared up and removed, may. bode ill for the 
future of this Conference and of world peace. 

Those who scan the debates and votes will be struck by the 
constancy with which those whom I may call the Slav group, 
on the one hand, and the Western group, on the other, have 
voted against each other. It has been the revelation of this 
Conference. In importance it may yet come to overshadow the 
Conference itself. I therefore think it right to stress this, so 
that it should not be overlooked or hushed up but openly dis- 
cussed and ventilated before this Conference. 

This is a peace conference, the first of the series of peace 
conferences to mark the final conclusion of this greatest world 
war. It should not be the overture to bigger struggles to come. 
If there is one deep longing among the peoples today, it is for 
peace. And this applies to all our peoples and all mankind. 
They are sated and sickened of war. 

The state to which the world has been reduced by this war 
is the greatest blot on our human civilization. It is a reflection 
on man himself and has shaken confidence in the future of our 
race. New dangers are looming up, new fears are arising and 
sapping our already weakened morale. Do not let this con- 
ference add to these fears. Let our departure from this Con- 
ference mean peace for the world and not be taken as a signal 
for new dangers to come. 

We seem already, in this moment of unparalleled victory, to 
be forming up into new camps between East and West. That 
would be a fatal impression, and we must dispel it without 
loss of time. Our leadership must take counsel together and set 
peoples’ minds at rest This fear of our splitting up into two 
camps transcends all other issues arising from this Conference 
ind should be dispelled by them. 

I myself do not think we are at the parting of the ways and 
consider the fear much exaggerated. But the fear is there, is 
spreading and must be halted. Unless it is stopped, the drift 
may lead to a real rift; it may then lead to a parting of 
the ways. 

Such a development in the hour of our victory is really un- 
thinkable. Let this Conference end with a message of hope— 
of hope and not of despair. This is what the world is waiting 
for. Let a clarion call go forth from this Conference to our 
Allied peoples which will rally them and maintain their united 
front in peace as they have kept it in war. 

Apart from mischievous propaganda, there is no reason for 
our Allied world dividing into two camps, which in the end 
must lead to two worlds. But the propaganda speaks much 


i: uder than the facts. Even in this Conference the real friendly 
feeling between the delegates and delegations was not always 
fuirly reflected in their speeches and their votes. And the fact 
that the speeches were reported and had world-wide publicity 
also had a restraining effect on public expression of the real 
friendliness. 

The effect of all this is that we seem to be in a world of 
illusion. The real friendliness is obscured by the noisy dif- 
ferences. But the danger is that the illusion may in the long 
run become more powerful than the facts. 

The false propaganda leads to fear, fear leads to war of 
nerves; and so the train is laid for much more serious mischief. 
Let the real friendliness which pervaded this Conference find 
public expression and pass on to our homes and peoples and 
the world. 

There is no fundamental dividing line between East and 
West. This is largely the aftermath of the wartime enemy prop- 
aganda. There is a place, space and function for all of us in 
this wide world. There are no differences which cannot be rec- 
onciled, no divisions which cannot be bridged. The misfor- 
tune is that, in the press and propaganda, undue stress is laid 
on the differences because they are more exciting to the public 
and have greater news value. 

Ideologies on both sides are propagated ad nauseam until 
people believe there is nothing else in the world so important 
as our particular brand of ideology. I wish the veto could be 
imposed on the ideologies, and the world thus be allowed to 
settle down to its real business. 

For in what is really wanted we are all agreed. People want 
to be fed and housed and clothed, to be secured against un- 
employment and sickness and all the other miseries of our daily 
life—to be secured against these fears and the fears of war. In 
all this there is no East or West and no ideologies. There is 
just simple, stark humanity. 

One of the most heartening signs of the times is to see how 
this good work progresses in our countries. I have seen France 
rebuilding herself physically and spiritually from the stupor 
and psychosis of war. A new France is surely arising. And the 
same thing is happening in neighboring countries. The same 
thing should happen all over Europe. 

On that level there are no differences, and we may unitedly 
move forward to that peace for which all the people of all 
our lands are anxiously waiting. There will be neither East 
nor West and each will enjoy in peace the particular faith or 
ideology which suits his type of mind and outlook. Let this 
Conference point the way to that greater peace. 





AMERICA’S NEED: STRONG DEFENSE 


Secretary of War Patterson warns of the perils of weakness 


(Extracts from address by Robert P. Patterson, U. S. 
Secretary of War, at American Federation of Labor Con- 
vention, in Chicago, on Oct. 10, 1945.) 


QO" PRIME OBJECTIVE TODAY is prevention of war. We have 

many problems of the day, but I believe that the winning 
and maintenance of lasting peace overshadows all other 
issues. 

No true American wants war. We have no designs on neigh- 
bors’ lands or on their goods. The Army does not want war. 
Your military leaders, General Eisenhower, General Mac- 
Arthur and the others, share your fervent hope that war can 
and will be abolished. They know full well the price of war, in 
loss of lives, in ruin and devastation, in mountainous burdens of 
debt. Like all patriotic Americans, they want our country to 


get rid of the curse of war and to enjoy the blessings of lasting 
peace. 

But it is plain enough that the mere resolution of our people 
to have lasting peace is not enough. If peace is to be a reality 
rather than a product of wishful thinking, the other great — 
powers must have the same resolution. Friendly relations 
among countries is not a one-sided matter. This country cannot 
safely disarm while other nations maintain powerful forces. 
Military weakness has never led to peace. Running away in the 
face of aggression has never prevented involvement in war. 
We have tried weakness; we have tried appeasement; and we 
have been thrust into war after war. 

We saw last week the climax of the Niirnberg trial, the con- 
viction and sentence of death in the case of the German war 
leaders. There will be scattered criticism. There is not a single 
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murderer who does not get sympathy from a few who forget 
his crime. But the mind and conscience of the civilized world 
will give whole-hearted approval of the verdict. These were 
the men who by deliberate design, started a great war, in 
order to steal the property of inoffensive neighbors—a war in 
which 20,000,000 people lost their lives, a war that forced 
-millions more into human slavery and subjected still other 
millions to the torture of the concentration camp, a war that 
brought misery and suffering on a scale never before imag- 
ined. History has no record of such concentrated wickedness. 

There is lasting significance in the punishment of the leaders 
who launched a powerful nation on a war of aggression. The 
Niirnberg trial marks the end of the doctrine that in cases of 
war guilt the higher-ups, the people who have set in motion 
the machinery to plunge the world into war, should not be 
touched. 

There is a deeper significance. It was clearly brought out at 
the trial that those Nazi leaders could not have carried their 
plan forward if they had not first suppressed liberty in their 
own land. Their first step was to put down freedom of speech 
and freedom of the press, which meant that Germans received 
only such information as the conspirators saw fit to let them 
have. They knew full well that only by control of information 
or misinformation could they bring their people to support 
a war program. In no nation, not even in Germany, do the 
mass of the people want war, unless they have been persuaded 
that someone has done them a great injury or is about to attack 
them. The Nazi leaders were able to sell the German people on 
war by tall tales of the Czechs attacking Germans, the Poles 
attacking Germans—lies that would not have been believed if 
there had been a free press in Germany. 

In the long run, the greatest measure in prevention of war 
will be the spread of free speech and free press throughout 
the world. When men are at liberty to give and receive in- 
formation and to take part in discussion, without the hand of 
the secret police on their shoulders, and without dread of the 
knock on the door in the night that means the start of the 
journey to the concentration camp, it will do more than any- 
thing else to prevent a ruling group at the top from throwing 
the man power and the resources of a great nation into aggres- 
sive warfare. When that time comes, and I am confident that 
it will come, we need have no great concern about involvement 
in war. It is not yet at hand, however, and in the meantime we 
must rely on our own readiness and resources. 

The United Nations, which means a world organized for 
peace, offers us a concrete program for relief from recurrence 
of war. If it is firmly supported by the great powers, the 
chances are bright that we will see no more wholesale 
slaughter. But until we can be sure that the necessary support 
will be forthcoming, it stands to reason that we must look to 
our own defenses for our security. When all is said and done, 
it is our ability to protect ourselves that counts in a world 
that still talks in terms of planes, tanks and guns. 

I cannot lay too much stress on the importance of showing to 
the world, friend or foe, the readiness of the United States to 
defend itself. In the present day and age, that readiness is the 
most effective guarantee of peace that can be devised. No 
foreign power, no combination of powers, will go to war with 
the United States or will follow policies that involve the risk 
of war with us, if they look us over and conclude that their 
prospects of success in a fight with us are not good. 

In the 1920s and 1930s, this nation permitted its military 
establishment to go to pieces. The mood of the American peo- 
ple demanded that course. What was even worse, a large group 
of our people took it on themselves to broadcast to the world 
that we would not resist in case of attack, that under no condi- 
tions would we fight. It is a proven fact that Japanese and Ger- 
man leaders, in launching their plans for world rule, counted 
on the United States having neither the means nor the will 
power to go through a hard war. 

The Japanese, we know now, made no plans to invade and 
conquer the United States. Their plan was to seize everything 


46 « WORLD REPORT 








in Asia and in the Pacific quickly, before the United States 
could get ready to fight, and to hold what they had stolen 
until war weariness on our part should induce us to make a 
peace that would confirm the Japanese conquests. They made 
a great mistake, but it took this country four years of.hard 
fighting to prove it. It is as certain as anything can be that 
there would have been no World War II if our means to fight 
and our willingness to repel aggression had been plain to the 
Japanese war lords and to Hitler before they started on their 
rampage. 

In the future we will have no interval of time in which to 
build up our defenses from nothing. The speed and sudden 
destruction of any future war will not permit us to remain 
helpless until war is just around the corner, as we have done in 
the past. Those who put their faith on our industrial strength 
forget that it took us two years to put that industrial strength 
into full use in the last war. The fighting done by our Allies 
gave us those two years, but we will not-be so fortunate the 
next time. 

Last week a Navy plane flew nonstop from Australia to Ohio 
—11,000 miles in 55 hours. That is almost halfway around the 
world. A few days later an Army plane started from Hawaii, 
flew over the polar region and finished in Egypt, a distance of 
10,000 miles. Yet it is certain that those records will be beaten 
in a matter of months. A guided missile, with a range far 
greater than the German long-range rockets, is also probability 
in a matter of months. If war should come again, we may be 
certain that in speed, range and power of weapons it will make 
the war just finished look like a fight with old-time muzzle 
loaders. 

The charge has been made that this country is arming to the 
teeth, and it has been claimed that out of a total budget of 
$36,000,000,000 for this fiscal year, $28,000,000,000 is for na- 
tional defense. The fact is that the appropriations for the Army 
and Navy are $11,000,000,000. The figure of $28,000,000,000 
is arrived at by adding to the $11,000,000,000 appropriated to 
the Army and Navy an additional $17,000,000,000 that rep- 
resents the cost of paying for past wars but has nothing to do 
with present or future national defense. The $17,000,000,000 
include the expense of interest on the public debt, the cost 
of veterans benefits, terminal leave pay for servicemen who 
have already been released to civil life, contributions to 
UNRRA, the cost of operating OPA, and a host of other items 
that have no bearing on our ability to resist aggression at the 
present time. The tremendous cost in carrying these burdens 
of past wars is a powerful argument for keeping out of war, but 
it does not show that we are armed to the teeth. It proves what 
we already know, that we were not armed to the teeth, or even 
to the knees, in 1940. 

Take the figure of $11,000,000,000 for the Army and Navy. 
One billion dollars of that figure is for the cost of activities that 
are the responsibility of the Army and Navy but do not con- 
tribute in any way to military strength. I refer to the cost of 
feeding, clothing and caring for half a million displaced per- 
sons in Germany and Austria, of looking after Army property 
that has been declared surplus and is held awaiting disposal, 
and of similar activities. So the actual figure attributable to 
national defense is $10,000,000,000. 

We are not armed to the teeth. We have an Army of some- 
what over a million men, the greater part of them spread out 
thin over occupied areas overseas. Our forces are not compar- 
able in man power to the Russian Army, which still has 5,000,- 
000 men. 

Ten billion dollars is indeed a very large sum of money, and 
I sincerely hope that, as the years go on and our international 
organization grows stronger and stronger and our needs for 
troops of occupation grow less and less, we will be able to re- 
duce those figures substantially. 

But this is the year 1946 with its doubtful possibilities. We 
have not yet won the peace. We must have strong military 
forces to insure us against war. We have an annual national 
income of $161,000,000,000, and our appropriations call for 











$10,000,000,000 for protection, a premium of about 6 per 
cent, a high premium, to be sure, but a necessary one in the 
world of today. 

I assure you your Army is dollar conscious and is eager to 
reduce its cost to the taxpayer, but your Army is also defense 
conscious and feels that our present defense program is sound. 

The Army’s plan for national security is a plan to keep us out 
of war as well as a plan to enable us to win a war if we should 





become involved in one. There is no element in it of aggran- 
dizement of the military. I can say, from an experience cover- 
ing nine years of my life, that the personnel of the Regular 
Army, up and down the line, are thoroughly imbued with the 
tradition that they are soldiers of the Republic, that the civilian 
arms of the Government are predominate over the military, 
that their sole duty is to carry out the will of the people as ex- 
pressed by Congress and the President... 





ECONOMICS OF THE ITALIAN TREATY 


Willard Thorp explains U. S. attitude on reparations clauses 


(Text of address by Willard Thorp, of the United 
States delegation, on economic clauses of the Italian 
treaty, delivered before the Peace Conference on Oct. 
8, 1946.) 


7 ECONOMIC CLAUSES in the draft peace treaty with Italy 
set forth a general system of settlements of claims and 
counterclaims arising from the war. The justifiable claims 
against Italy are tremendous and Italy must undertake to make 
payment to the limit permitted by the character and capacity 
of her economy. The United States delegation believes that 
the proposals which have received majority support in the 
Economic Commission for Italy represent that limit. Addi- 
tional burdens placed on Italy might destroy the practical ful- 
fillment of the treaty provisions. 

As to: reparation (Article LXIV), the damages and war 
costs which the various United Nations can properly assert 
against Italy reach staggering totals. No reparation settlement 
can be much more than a token payment when measured 
against the figures of claims. Had the United States pressed its 
potential claim of $20,000,000,000, the percentage of recovery 
through reparation would have been even more infinitesimal. 
However, although the reparation provisions in their present 
form do not correspond exactly to the proposals made by the 
United States, we are prepared to support them. 

We feel that the Albanian claim is met to such a degree 
through Italian assets within her jurisdiction that the limited 
amount available from other sources should not be reduced 
to the major claimants by giving a share to Albania. 

As to the relative treatment of Greece and Yugoslavia, our 
studies lead to the conclusion that they should have approxi- 
mately equal treatment, as the treaty now provides. 

As to the general tormula, we believe that, in the light of 
the nature and present condition of the Italian economy, the 
formula represents the only possible approach under which 
Italy can make payment. Finally, we believe that the amount 
of $325,000,000 is the limit of the Italian capacity to pay. We 
shall therefore support the proposed reparation provisions. 

As to restitution (Article LXV), it is obvious that identi- 
fiable items taken by force and duress should be returned. 
However, many of the suggested amendments went beyond 
this simple formula requiring replacement when the looted 
objects could not be found. In the recommendation concern- 
ing objects of historical and artistic significance, the Com- 
mission proposes a form of limited replacement which the 
United States supports. However, in general, we believe that 
such provisions should be rejected. They represent a form of 
concealed reparation and such claims should be met in the 
reparation settlement itself. Under specific replacement pro- 
visions the various claimant countries would recover from 
Italy according to the extent to which they held this or that 
form of special claim rather than on the more equitable basis 
of all their claims. We have consistently opposed special re- 





- placement provisions. 


As to compensation for damages done to property of United 
Nations nationals in Italy (Article LXVIII), we have argued 
for 25 per cent as the proper level, the payment to be made in 
local currency. We believe that payment in local currency 
involves economic considerations of an entirely different order 
than does an external transfer and that the fact that the com- 
pensation payments will largely be used for reconstruction 
within Italy makes it much less burdensome than the dis- 
appearance of commodities across the boundary on reparation 
account. Nevertheless, in the light of all the obligations which 
are imposed upon Italy by the treaty we would be content 
with 25 per cent compensation. 

We are very clear that the arrangement for such compen- 
sation must not distinguish between United Nations na- 
tionals who held property directly in Italy and those who 
held it through the medium of corporations organized un- 
der Italian law. This is adequately dealt with in the pres- 
ent draft treaty and it would be a gross miscarriage of jus- 
tice if the particular provision dealing with this matter 
were rejected. 

As to miscellaneous claims not covered in the above list 
(Article LXIX), they are to be met from Italian assets within 
the various jurisdictions. The balance of Italian assets after 
such claims are met is to be returned to Italian ownership. The 
provisions of Article LXIX have been criticized because they 
provide no machinery for policing the behavior of the AIl- 
lied and Associated Powers but, like other articles in the 
treaty, this must depend upon the good faith of the coun- 
tries involved. 

So far as the United States is concerned, our position on the 
matter is clear. We would expect to limit the use of these 
assets to the satisfaction of certain private claims which are 
not provided for in the treaty or under our domestic legisla- 
tion. The total of such claims will be small and we hope to 
negotiate an agreement with the Italian Government with 
regard to them. In fact, subject to this one special arrangement 
and to cases of war criminals and the like, we see no reason 
why all the $60,000,000 of Italian assets in the United States 
should not be returned to Italian ownership although the 
necessary legislation had not yet been enacted. 

In addition to the provisions regarding claims arising out of 
the war, the treaty provides a general basis for clarifying and 
re-establishing economic relations between Italy and the 
United Nations. 

In total, we wish to give our general support to the eco- 
nomic clauses of the Italian peace treaty as indorsed by the 
majority of the Commission as representing the maximum re- 
quirements which should be imposed upon Italy. The prob- 
lems are exceedingly difficult ones, and there is wide room for 
real differences in judgment. However, we believe the answers 
which have been found are within the limits of fairness, 
equity and realism. 
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Allies “‘Deglamorize’ 
Japanese Emperor 


Russia’s agreement for four-power 
crews of inspection to make a study of 
German war plants in all the occupa- 
tion zones has a catch in it that is 
causing U. S. officials, privately, to ex- 
press doubts that the plan ever will be 
carried out. Under the arrangement, 
the occupying nation in each zone will 
inspect its own area first and report to 
the Allied Control Council. Only after 
this has been done will a date be set 
for the four-power crews to enter all 
zones. 


o 0 98 


Emperor Hirohito of Japan has been 
isolated from contact with non-Japa- 
nese through orders of General Mac- 
Arthur’s headquarters. Hirohito can- 
not see or communicate with anyone, 
except people of his own country, 
without the specific approval of oc- 
cupation authorities. Communica- 
tions addressed to him must be sub- 
mitted to the Japanese Foreign Office 
which, in turn, clears them with occu- 
pation authorities. 


o 0 O90 


The new rules on Hirohito are part 
of a careful plan to “deglamorize” the 
Japanese Emperor at home and 
abroad. Under a provision of the new 
constitution, the Imperial Palace and 
all other real estate owned by the 
Emperor will become the property 
of the nation. Hirohito will be re- 
stricted to ownership of personal 
property and a limited number of in- 
vestments. Like all other Japanese 
citizens, the Emperor will be re- 
quired to pay taxes. 

© 0 0 


The U.S. has asked the Union of 
South Africa to pay for some of the 
military equipment received through 
Lend-Lease during the war. Reason 
for the U.S. request is that officials 
contend South Africa did not take 
part in the war to the full limit of its 
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Intercepts 


Reg. Appd. ior U. S. Pat. Off. 


America To Expedite 
Greek Reconstruction 


ability and consequently must pay 
for war gear received but not used. It 
is the first time such a yardstick has 
been placed on Lend-Lease settle- 
ments by the United States. If it be- 
comes standard, several other coun- 
tries may find themselves in a simi- 
lar situation. 


o 0o °O 


Because of the résistance Russia is 
meeting in demands for a share in the 
control of the Dardanelles, some of- 
ficials in Washington and London are 
predicting Soviet diplomats will come 
up with a counterproposal. The Rus- 
sians may demand that a conference 
be called to study freedom of navi- 
gation not only in the Straits but in 
Suez, Gibraltar and the Panama Canal 
as well. 


o 0 90 


The U.S. is getting ready to step 
up its assistance to Greece. Col. 
Douglas H. Gillette has been assigned 
by the War Department to become 
technical adviser to the Greek Em- 
bassy in Washington. His principal 
job will be to speed up the handling 
of reconstruction orders placed in the 


_U.S. by the Greeks. 


o oO °O 


The Italian luxury liners that were 
caught in ports away from home and 
taken over by the Allies during the 
war will be returned to Italian oper- 
ators and put back into commercial 
operation by that country. 


o 0o 90 


The Russians are making one of 
their most vigorous political cam- 
paigns in an effort to win the coming 
municipal elections in Berlin. Every 
form of propaganda and intimidation 


Soviet Fries Threats i 
To Win Berlin Vote* 


is being used to sway the German © 
voters. The public is being told that > 
Russian occupation forces will be in- 
creased if candidates of pro-Commu- 
nist parties are defeated. Behind the 
pressure is the fact that Germans are 
saying openly that they regard the 
elections as an opportunity for them 
to choose between Eastern and West- 
ern orientation for their country. 


o 0 90 


Britain and France want an Ameri- 
can to be named Secretary-General 
of UNESCO once it is set up as a 
permanent agency of the United Na- 
tions, probably sometime in Novem- 
ber. Archibald MacLeish, former Li- 
brarian of Congress and Assistant 
Secretary of State, has turned down 
invitations to take the job. Francis 
Biddle, former Attorney General and 
U.S. member of the Allied Tribunal 
at Nirnberg, is being considered for 
the post. 


oo Oo 


The Soviet Government, which did 
not have a diplomatic representative 
in Holland before the war, now keeps 
between 200 and 300 people on its of- 
ficial staffs in that country. The Am- 
bassador has reopened the old Em- 
bassy and has been host at several 
receptions. 


o 0 9 


The Chinese Government can be 
expected to request the assistance ‘of 
the United Nations War Crimes Com- 
mission in handling the cases against 
Japanese who are charged with com- 
mitting war crimes in China. More 
than 80,000 charges have been pre- 
sented by Chinese commissions. An- 
other 80,000 still are being investi- 
gated. Reason for asking the help of 
the United Nations agency is that 
most of those accused have been re- 
patriated from China and returned to 
their homes in Japan. 
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A VOTE OF CONFIDENCE 


Just what is one man’s idea worthP Columbus and his 
round world—Fulton and his steamboat—Whitney with 
his cotton gin—the Wright brothers with their wings? 
These ideas were worth exactly nothing until] the public 
placed its stamp of approval upon them. The idea of 
publishing WORLD REPORT also was a good idea in 
the opinion of its Publishers. But it would have been 
worth less than nothing to advertisers unless it had re- 
ceived a substantial vote of confidence from its readers. 


World Report received a vote of confidence—voluntary and overwhelm- 
ing! Before laying down a penny each prospective subscriber had to 
read World Report—voluntarily—to find out if he wanted it enough to 
pay for it. Within the first two and one-half months of publishing, more 
than 82.000 checks poured into the Circulation Department. There is 
no greater proof that World Report is a “good idea’’—at least in the 


opinion of some 100,000 world-minded persons. It has received an 


overwhelming VOTE OF CONFIDENCE. 
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